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IN THE VANGUARD OF STEEL PROGRESS 





Building for Tomorrow 


One important measure of our 
Nation’s strength is found in 
its steel production capacity. 
In the continuing expansion of 
this country’s steel facilities, 
National Steel is proud to play 
a leading part. During 1952 two great new blast furnaces 
were ie wre at Great Lakes Steel Corporation and Weir- 
ton Steel Company, adding nearly 1,000,000 tons per year 
to pig iron output. Total pig iron capacity now stands at 
about 4,500,000 tons annually. In addition, total steel- 
making capacity was increased to 5,650,000 tons. This 
represents an increase of 45° since 1946—1the largest rela- 
tive increase of any major company in the industry. 





Raw material reserves were augmented during 1952 with the 
acquisition of a substantial interest in extensive limestone 
quarries in Michigan. The development of the new Labrador- 
Quebec iron ore field, in which National Steel is participat- 
ing, continued to progress, with iron ore shipments scheduled 
to begin in 1954. In this field more than 400,000,000 tons 
of high grade iron ore have already been proved. 


To speed the transportation of raw materials, the “Ernest 
T. Weir” was ena tar late in 1952. The eighth in National 
Steel’s fleet, this giant ore carrier is the largest ship ever 
built on the Great Lakes. Measuring 690 feet in length, it has 
a capacity of more than 20,000 tons. An additional ship 
of somewhat larger capacity has been contracted for. 


Sales Make Jobs 


$o* Despite increased capacity and steady de- 
R= mand for the products of National Steel, 
s[ the steel strike of 1952 resulted in curtailed 

= production. This in turn was reflected in 
i National’s total sales of $548,625,817 for 
5 .- 1952, a decrease of 11.29% from 1951. This 
volume of business was produced by an average of 29,102 
employees during the year—a slight decrease from 1951 due 
largely to the completion of some construction projects. 
Despite decreased production and fewer employees, wages 
and salaries increased to $141,957,529 as compared to 
$140,555,562 in 1951. Average annual earnings per employee 
rose to nearly $4,878 in 1952, an increase of nearly $200. In 
addition to direct payments to employees, National Steel 


NATIONAL STEEL 


Grant Building 


Owning and Operating: 








A report trom 


National Steel 
for 1952 


Expansion program reaches new high with 
1952 property additions totaling over $59,000,000 


made substantial payments for such employee benefits as 
group insurance, retirement annuities and hospitalization 
and surgical care. 


Earnings and Taxes 


Net earnings for the year 1952 were $37,559,477 versus 
$45,287,093 in 1951. Earnings per share for the corresponding 
years were $5.10 and $6.15. Dividends totaling $3.00 were 
paid to stockholders during the year. 


National’s total tax bill for 1952 amounted to $51,283,113 
as against $103,336,961 for 1951. It should be pointed out 
that this reduction in the tax bill was caused by the reduction 
in taxable income, and not by lowering of the tax rates. In 
fact, the tax take from each dollar of 1952 sales was 9.3 cents, 
compared with profit of 6.9 cents. Taxes amounted to 137% 
of net earnings, or $6.97 per share. A continuance of such 
high tax rates is bound to cane an adverse effect on business 


development, because business concerns find it increasingly 
difficult to build up reserves to help finance expansion 
and improvement. 


Things to Come 


National Steel’s record of growth, great 
as it is, is not finished. For example, 
the uncompleted portion of the current 
expansion program amounted to an estimated $90,000,000 
at the end of 1952 or half again as much as was invested in 
new plant, equipment, and facilities during that year. By late 
1953 it is contemplated that total steel capacity will reach 
6,000,000 tons. Through such sound programs for the 
development and maintenance of efficient and expanding 
operations, National Steel continues to go tn. in the 
vanguard of steel progress and in the service of America. 


* * * * * 


Highlights of 1952 


1952 1951 
IDEM. 5 cis isidieind esau society enw sled $548,625,817 $618,461,408 
oe er ee 37,559,477 45,287,093 
Net earnings per share............. 5.10 6.15 
(i er ere eee 141,957,529 140,555,562 
Total dividends paid............... 22,048,928 22,029,986 
a REN 555i soos oe ooo tw ares «e- 81,288,118 103,336,961 


A copy of our Annual Report for 1952 will be mailed on request. 


CORPORATION 


Pittsburgh, Pa. 


Weirton Steel Company ¢ National Steel Products Company ¢ The Hanna Furnace Corporation 
Hanna Iron Ore Company ¢ Great Lakes Steel Corporation ¢ National Mines Corporation 


AN INDEPENDENT COMPANY OWNED BY MORE THAN 19,000 STOCKHOLDERS 
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Southern California } 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 13 


CUMULATIVE PREFERRED STOCK ? 
4.88% SERIES 
DIVIDEND NO. 22 § 


The Board of Directors has 9 
authorized the payment of the [J 
following quarterly dividends: 4 
2514 cents per share on the ¢ 
Cumulative Preferred Stock, 
4.08% Series; 
3014 cents per share on the }f 
Cumulative Preferred Stock, 
4.88% Series. 4 
The above dividends are : 
payable May 31, 1953, to stock- 
holders of record May 5, 1953. 
Checks will be mailed from the , 
Company's office in Los An- ¥ 
geles, May 31, 1953. ’ 


P.C. HALE, Treasurer 


April 17, 1953 
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COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held April 15, 1953, 
declared a quarterly dividend 
of $1.06% per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able May 15, 1953, to stock- 
holders of record May 1, 
1953. 
A. SCHNEIDER 
Vice-Pres. and Treas. 




















DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of the Company, pay- 
able June 5, 1953, to stock- 
holders of record at close 
of business April 28, 1953. 


Cc. L. SWIM, 
Secretary 








April 14, 1953 





-— MAKING PROFITS — 
IN THE STOCK MARKET 


BY JACOB O. KAMM 


A simplified, authoritative 
approach to successful investing 
for the layman. 


At your bookseller’s, $2, or 


THE WORLD PUBLISHING COMPANY 
2231 West 110th Street, Cleveland 2, Ohio 
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WHAT IS THE TRANSISTOR? It is a tiny electronic device that can do amazing things for you by amplifying electric 





signals. It requires only a fraction of the power of a vacuum tube. It will be low in cost and last many times longer. 


Three types of Transistors are shown above, about actual size. 


Thats the LITTLE GIANT 





with the Big Future 


The Transistor — invented at Bell Telephone 
Laboratories— opens new doors to far-reaching im- 


provements in telephone service and in other fields 


Many important inventions for com- 
munications have come from the 
Bell Telephone Laboratories. Sel- 
dom, however, has there been a 
new discovery with the exciting 
promise of the Transistor. 

This tiny device can amplify 
electric signals a hundred thousand 
times. It can do many things that 
vacuum tubes can do and many 
more besides. It is something en- 
tirely new, and works on entirely 
new principles. 

Because it is so small and rugged, 


and takes so little power, it can be 
used in ways and places beyond 
reach of a vacuum tube. 

Invented at the Bell Laboratories 
to amplify the voice in telephone 
service, the Transistor is opening 
new doors of opportunity in other 
fields. 

The Bell System has licensed 
thirty-eight other companies to 
make and sell transistors under its 
patents. This is in accordance with 
our established policy of making 
our inventions available to others 


BELL TELEPHONE SYSTEM 





on reasonable terms. These include 
makers of advanced equipment for 
defense, as well as radios, television 
sets, hearing aids, and a wide range 
of electronic apparatus. 

The Transistor is already being 
used in the new electronic equip- 
ment which enables telephone users 
to dial Long Distance calls from 
coast to coast. 

It is another example of the value 
of Bell System research in bringing 
you more and better telephone 
service. 
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The Trend of Events 


THE PEACE OFFENSIVE . President Eisenhower’s 
address of April 16 carried a challenge the world 
has for years longed to hear—the challenge of a 
strong man ready to live in peace and unafraid— 
or go to war in the same spirit if his enemies choose. 
What oceans of blood and mountains of treasure 
might have been snared if this courageous and for- 
bearing attitude had directed our war against Ger- 
many and Japan, rather than the grim doctrine of 
“Unconditional Surrender!” 

The terms of lasting peace were clearly set forth 
for the Russians, in stark contrast to the tentative 
and obscure gestures which have been dignified with 
the name of a Russian “peace offensive.” The Rus- 
slans may have veace in Asia if they will abandon 
their designs nct only in Korea, but also on Indo- 
China and Ma.aya, and cooperate to reunite Korea 
under a regime freely chosen in free elections. 

In Europe, the test of Russian sincerity is to be 
a free and united Germany, with a government based 
upon free and secret elections. Nor is the peace of 
the West to be bought with betrayal of the East. 
Beginning with an Austrian treaty and withdrawal 
of Russian troops to their own 


under a revulsion from the militarists’ rule, and re- 
mained a balance wheel of the Far East, is disarmed 
and helpless. Germany, which might have been 
helped to turn against Hitler, is not only disarmed 
but dismembered. The Eisenhower proposals assume 
that the tide of the cold war has turned our way, 
and that it will flow increasingly in our favor. 

These are large assumptions. Unless and until not 
only our enemies but our professed friends act upon 
them, to build new strength upon that we already 
possess, the Russians may be pardoned if they de- 
tect an element of bluff in our presuming to dictate 
terms for the pacification of Europe. 

If we continue on the path we have chosen, of 
European economic integration, of a European De- 
fense Community capable of stopping the Red Army 
in its tracks if it lunges westward, and a West Ger- 
many armed to the limit of its reviving industrial 
capacity in the West’s ranks, we can some day insist 
upon the terms General Eisenhower has offered. If 
we turn back now, we shall not have so good a chance 
again. 

General Eisenhower has mapped a campaign plan 
for more cold war, rather 





borders, the enslaved satel- 
lites of Eastern Europe are to 
regain their independence. 
However boldly these aims 
are set forth, we should all 
remember that they are only 
aims. The intervening eight 
Years since some such ap- 
proach should have been made 
cannot be retraced. The Japan 
Which might have made peace 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


than an unopposed victory 
march. At least, we shall all be 
well advised to take that view 
of the matter. If the Russians 
do come meekly into camp, we 
can then be gratefuly sur- 
prised. 


This 


MONEY TREND FOLLOWS EX- 
PECTED COURSE Having 
sold a new 30-year 314% bond 
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in the amount of $1 billion, the Treasury has made a 
start on its long-term borrowing program. The new 
rate virtually underwrites a higher interest level 
for new corporate and municipal issues. 

As expected, the first effect of the financing was 
to create uncertainty as to the future of long-term 
federal issues; and the question now arises as to 
whether the market for government bonds has fully 
discountd the 314,% rate. This probably depends on 
the amount of new money the Treasury must raise 
in the next year. Some estimates place this amount 
as high as $12 billion. 

If a high proportion of these requirements is 
financed through more long-term borrowings, the 
new issues to be would come into competition with 
older long-term federal issues. This would exert 
somewhat of a depressing influence on the bond mar- 
ket, as a whole. At the present time, however, there 
is no certainty that the Treasury has been able to 
formulate precise policies with the future of the 
budget still in doubt. Indeed, it may develop after 
all, that borrowings for a time may have to be mainly 
on a short-term basis. This naturally would require 
Federal Reserve support and could conceivably tem- 
porarily reverse the underlying deflationary process. 
On the other hand, the government is anxious to 
convert as much as possible of its present unwieldy 
short-term debt into a more permanent form. The 
indications are that if the budget can be brought 
into reasonable balance, the decision will finally be 
in favor of long rather than short-term issues. In 
that case, the trend toward a lower bond market 
probably would be resumed though the process most 
likely would be a gradual one. 


ATOMS IN PRIVATE INDUSTRY .. . For the first time 
since 1946, when the McMahon Act made atomic 
energy for peaceful purposes a jealously guarded 
government monopoly, the Atomic Energy Commis- 
sion now proposes to share its knowledge with pri- 
vate industry. 

The gain from so doing would be great. No matter 
how ingeniously atom scientists are chosen and 
trained, it is obvious that there is more scientific abil- 
ity outside the A.E.C. ring than there is within it. 
Members and leading executives of the A.E.C. have 
long warned that lack of free interchange with sci- 
entists in general threaten A.E.C. science with dry 
rot. 

Greatest obstacle, however, is tiptoed around in 
most newspaper comment. This is the proud ignor- 
ance of leftists who already prepare to raise the cry 
that “$12 billion worth of atomic secrets are being 
handed over to the power trust.” That there is no 
power trust, and that the so-called secrets will only 
find their full value when private industry can 
exploit them, doesn’t signify with these people. We 
shall just have to bear with them, and not let them 
influence us. 


CREDIT CONTROL . . . William McChesney Martin, 
chairman of the Federal Reserve Board, interjected 
a strong note of common sense in the recent agita- 
tion over the question of consumer credit, when he 
declared that even if he were granted power to curb 
installment credit he would not use it, preferring to 
rely on the natural curbs of falling demand for dur- 


ables, rising interest rates and increasing reposses- 
sions and delinquencies in payment. 

This emphasis on the personal nature of debt 
and credit is doubly welcome with the Senate Bank- 
ing Committee framing a bill to return this power 
to the Federal Reserve Board, and some smaller- 
city banks quietly lobbying in Washington to revive 
Regulation W to save their depositors for them- 
selves. In this country, the sale of durables and the 
extension of installment credit are two sides of the 
same coin. Credit controls can either stay within 
the narrow band of terms which seller and buyer 
would freely agree upon, or throw a dam across the 
stream of durables demand. In the first case they 
would have no meaning; in the second an outcry 
from producers and buyers alike would overturn the 
program in a hurry. 

Some day the durables boom will come to an end. 
That is the inescapable and perhaps insoluble prob- 
lem of any industrial civilization—that many work- 
ers try to eat every day by selling objects which are 
only bought every five years or even once in a life- 
time. When the boom does end—because buyers have 
adequate stocks of durables—there will not be much 
defaulting on installment contracts. What will hap- 
pen will be that no new contracts of the kind will 
be signed. That in itself should demonstrate that 
the reversal in sight is the sequel to the end of the 
durables boom, and not a reaction to high install- 
ment lending per se. 

An Administration like this one, committed to 
broadening the area of freedom in economic matters, 
would be varticularly inept in giving official sanction 
to the foolish notion that one side of the durables- 
spending-installment-lending coin is truly minted 
and the other is counterfeit. 

There is probably too much installment lending, 
and too much se'ling that borrows from next year’s 
business to build this vear’s, as the thoughtful article 
in The Magazine of Wall Street for April 18 pointed 
out. The unwary buyer and seller will find that out 
soon enough. Meanwhile, let’s lay off controls for 
the rest of us. 


THE EMERGING PATTERN OF WAGE SETTLEMENTS ... 
Indications are mounting that the “escalator” clause 
in wage contracts is no longer popular among union 
leaders. In fact, several agreements have been made 
recently between large unions and important com- 
panies dropping this feature of labor contracts. In 
its place is the current incorvoration into contracts 
of the basic hourly gains won in the past three years 
plus small general wage increases. 

All this lends a somewhat new cast to wage nego- 
tiations which is understable in view of the fact 
that the environment is slowly changing to a lower 
living cost economy. In this economic setting, the 
unions are not in a favorable position to demand ex- 
cessive pay rises. Nor are the workers themselves 
likely to press such demands as real wages tend to 
increase with succesive declines in the living cost. 
Actually, being quite as sensitive to economic changes 
as their leaders, they would be quite content to main- 
tain the present wage structure if they could be 
assured of full employment. The real test will come 
when and as employment declines if there should be 
a major shift in the nation’s economy. 
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As 9 See Jt! 


BY E. D. KING 


TIME OUT FOR REFLECTION AND PLANNING 


 * most astute and able business and gov- 
ernment administrator, Secretary George M. Humph- 
rey, said the other day that “some people in this 
country are talking as though they were afraid of 
peace.” He went on to say that the reasons are 
that they fear our eco- 
nomic position may be 
undermined by a reduc- 
tion in government 
spending for defense and 
that they are not too con- 
fident that a peacetime 
economy can function 
smoothly in this country. 

Aside from the obvious 
fact that such views co- 
incide with Soviet propo- 
ganda — they have been 
claiming for years that 
our economy is largely 
based on war and prepa- 
rations for war—they run 
contrary to the evidence 
of our history. The real, 
lasting gains in the 
United States have been 
made in peacetime. On 
the contrary, to a large 
extent those made in war 
have been at the cost of 
temporarily undermining 
our financial structure, as 
we all know to our sor- 
row to-day. 

These are very simple 
facts, available to the en- 
tire world. Americans 
who are not aware of 
them or who prefer to ig- 
nore them in effect sub- 
stitute a purely emotional 
reaction in fear of the un- 
known to calm consider- 
ed judgment of our actual 
position. Without minimizing the problems which 
face us, we should know that there is no reason for 
believing they can overcome us in view of our great 
natural strength and resourcefulness of our people. 

No doubt, important adjustments are on the way. 
But our entire history shows that we have tried to 
meet problems of comparatively similar magnitude 
in the past, many times in quite unorthodox fashion 
and quite often followed by failure. However, when 
these experiments failed, we used other methods, until 
we found a better solution. This is one of our most dis- 
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“SECRETARY HUMPHREY WILL TAKE ALL BETS” 





tinguishing characteristics as a nation and one of 
the fundamental reasons for our progress. Other na- 
tions have envied us for our flexibility. To their mis- 
fortune, many of them did not trouble to imitate us. 

It is important, at this vital juncture in the world’s 
history, that we take 
stock, not only of our ma- 
terial, but our moral and 
mental resources. We 
should recognize that, as 
a people, we must meet 
the great challenge of our 
era by assuming a more 
mature, courageous and 
responsible approach 
than, unfortunately, is 
generally visible. Aban- 
donment to fear of a de- 
pression as now reflected 
in the stock market is one 
of the surest ways of pro- 
ducing the very situation 
which must be avoided. 
As Secretary Humphrey 
said “there is no reason 
for a depression unless 
we fail ourselves to do the 
things we ought to do and 
lack the courage and for- 
sight to do them.” 

As he suggests, we can 
even will ourselves into 
trouble. In that case, no 
matter how great our 
command of physical and 
other resources, we 
would allow ourselves to 
drift into a vulnerable 
economic position. 

One reason for doubts 
of our economic future in 
the next few years held 
by some who ought to 
know better is that they 
confuse the inevitability of a natural resting point in 
our economic growth with what they imagine to be 
signs of a major recession. Actually, this country is 
at the crest of a 15-year boom during which we have 
had little opportunity to re-assess our position and 
do some reflecting and planning on how to develop 
along fundamentally sound peace-time lines. A period 
of a year or two in which we were unable to make 
our accustomed annual gains during this much 
needed period of readjustment would not be a calam- 
ity. Instead, it could (Please turn to page 196) 


Dowling in The N. Y. Herald Tribune 


149 





Market Evaluating Stocks Individually 


The stock market sagged moderately further last week. partly in response to easing in the 


bond market. The latter reflects tight money. 


which cannot continue if the stock market is 


right, perhaps somewhat prematurely, in looking for business recession. Positive signs 


thereof are not yet evident. There is no change in our conservative, selective policy. 


By A. T. 


a a minor rally from reaction lows 
made April 6 by a sharp dip on fairly heavy selling, 
pressure on the market was renewed last week. It took 
the Dow averages moderately under the aforecited 
prior lows, thus extending the irregular downward 
swing which, in terms of these price measures, has 
now been in progress for roughly four months. For 
all practical purposes, however, this sell-off started 
from mid-March rally highs which failed by a small 
margin to equal the previous bull-market highs of 
the Dow industrial and rail averages, and at which 
our broader weekly indexes recorded their major 


MILLER 


highs up to the moment of writing. 

From the March highs the industrial average has 
fallen roughly 7%, rails 10% and utilities about 5%. 
The March top for the latter was the bull-market high 
to date. Rails having made virtualy a triple top last 
December, in early January and in mid-March, the 
total decline in the average from its December high 
approximates that since mid-March. The total decline 
in the industrial average from its high of early Janu- 
ary is nearly 8%. This is the largest percentage 
retreat since the temporary nose-dive which followed 
the start of the Korean war. It is still of intermediate 
proportions, however, with the continuity 





MEASURING MARKET SUPPORT 


DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 
AT RISING PRICES 


SUPPLY OF STOCKS 


AS INDICATED BY TRANSACTIONS 


“THE MARKET IS A TUG-OF-WAR. CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL STREET -1909 





of the 1949-1953 bull market under strong 
doubt, but with transition to even a minor 
bear market yet to be proven. 


300 Recent Pressure Moderate 

280 It is conceivable that the major-trend 
pattern may not be conclusively defined 

sil for some time. The next thing to look for 
is development of sufficient support to 
provide a base for a substantial recovery, 

ade running over a period of several weeks or 


more, with the conclusive test to be pro- 
220 vided by market performance after such 
a recovery. It is possible that the trend 
will become more clearly defined in nearby 
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— _— weeks, equally possible that it will remain 
- eo oe the summer. The present 
ecline could run somewhat beyond 8% 
MEASURING INVESTMENT AND SPECULATIVE DEMAND to 10% and still remain indecisive as re- 
: gards basic significance. Like Rome, bear 
ee ee HIGH PRICED STOCKS he markets are not built in a day, week or 
260 s bam sis | vonyeor te 130 month. Moreover, a “major downtrend” 
° °, > can be relatively moderate or severe. The 
rMows,! eG declines of 23% in 1946-1947, 40% in 
Ode, 1939-1942, 49% in 1937-1939 and 89% in 
240 M.W.S. 100 LOW PRICED STOCKS $120 1929-1932 were all ““major”, but they dif- 
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pocketbooks. 
Price gains in the last few years have 
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been fairly conservative, appraised in 
terms of speculative activity, price-earn- 
ings ratios and dividend yields. If a 
“major” decline has started, it started 
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from a lower level of price- 
earnings ratios and a 
higher level of yields than | 220 
were seen at the top of any 
major bull market of the | aj 
past. That in itself is on 
the moderating side. Soare | 49, 
the underlying strength 
and flexibility of the mod- 

ern American economy, | 4 
and the sensibly flexible 
policies that we can expect | 3°° 
the Eisenhower Adminis- 
tration to employ to meet 
any situation when and as 
necessary. You can rule 
out a financial-economic | 2 
crisis remotely comparable #20 
with that of 1929-1932. 115 
Our tentative thinking is 


280 


to allow, at worst, for a te 
percentage market adjust- | jos 
ment not much, if any, 

greater than that from | 'S 


mid-1946 to the spring of 
1947, but perhaps spread 
over an appreciably longer 52 
period of time. We empha- 
size that this is tentative 
thinking and repeat that 
the test to date is not con- 
clusive. 

Most of the damage 
done to the market on the 
March-April sell-off so far 
resulted from several 
surges of emotional sell- 
ing in late March and 
early April, with some of 
the daily declines in the industrial average running 
from 4 to 6 points, and with trading volume reach- 
ing the 3,000,000-share level. There was nothing like 
that last week. The largest single-session dip was 
2.82 points last Thursday, followed by abatement of 
pressure Friday; the largest trading volume less 
than 2,000,000 shares. On the one hand, demand re- 
mains subdued; on the other, “selling sentiment” at 
this writing seems to be getting less confident of its 
ground. Whether the March-April phase has run 
its course, or nearly so, is necessarily an open ques- 
tion; but there are tentative indications of a levelling 
out process. Thus, the net additional decline in the 
industrial average in 14 trading sessions since April 
6 has been roughly 4 points, while the sell-off in 11 
trading sessions prior to and through April 6 was 
about 16 points. Investors and traders seem to be 
“calming down” in their appraisal of the Communist 
“peace” maneuvers, and their reappraisal of busi- 
ness prospects for the second half and beyond. This 
should result, either immediately or without much 
delay, is a quieter, more selective market. 
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The Business Outlook 


Business activity remains at a high level. No de- 
terioration is visible in such up-to-the-minute indi- 
cators as retail trade and the national trend of bank 
loans, which reflects inventory sentiment. Capital 
outlays and durable-goods activity will, of course, 
bear watching. The boom is old. The “coming slump” 
Will eventually arrive. It has been prematurely 
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“forecast” by the stock market at recurrent intervals 
ever since the end of World War II. Present fears 
might also prove premature, but more likely by a 
matter of months than of years, as previously. When 
the adjustment does come, it will not be without 
strong cushions, including tax cuts and a reversal 
of Federal Reserve disinflation policy on credit. The 
present odds are that tax cutting will start with EPT 
termination and some relief in personal income tax 
rates after June 30. 

The recent further decline in the bond market, and 
the highest new-issue rates in many years, are ad- 
verse to the stock market, making yields on income 
stocks relatively less attractive. Of course, you can- 
not expect continuing tight money and a business 
slump. They do not go together, for the latter means 
reduced demand for credit. However, the stock mar- 
ket tries to look ahead, right or wrong. The bond 
market adjusts itself to immediate, and expected 
nearby, monetary conditions. If the stock market is 
right in looking ahead to business recession later 
in 1958, it is forecasting, among other things, coming 
easier money and higher high-grade bond prices. 

The reserves we have previously recommended 
are conservative. Hold them intact for a later gen- 
eral buying opportunity. Meanwhile, special-situa- 
tion opportunities here and there will continue to 
develop, inviting purchases by those holding reserves 
in excess of the 40% we have advised or by those 
whose circumstances require that more than 60% 
of funds be kept employed for satisfactory income 
return.—Monday, April 27. 
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After Korea 
—What? 


— A REALISTIC PICTURE OF ECONOMIC 
AND FINANCIAL ADJUSTMENTS 


By JAMES T. ROBERTS 


Fis “peace scare” over negotiations to end 
the shooting war in Korea seems to be more pro- 
nounced among those who get their facts second-hand 
than among the officials and agencies in Washington 
who are in direct touch. 

Nobody suggests that peace in Korea will bring 
an economic dislocation. It is all a matter of degree. 
And experience has taught this Government that 
preparation for war and preparation for peace must 
go hand-in-hand. 

When the armistice was signed “ending the war to 
end all wars” in 1918, industry and business were 
told simply that it’s all over and to work out their 
own salvation. They had no experience to guide. It 
was different when World War II came to an end. 
There were improvements, but still many errors in 
the processes of disarmament and reconversion. 

However, learning more often comes from correct- 
ing mistakes than in reviewing already known facts, 
or from re-shaping established policies. 





“Malenkov: Will He Accept Eisenhower's Conditions?” 
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“Dynamic Leader of the Free World” 


Talks with Government officials and with business 
and industry representatives in Washington lead 
inescapably to the conclusion that: 

1. Business need have no fear of an abrupt break- 
down of production schedules. Federal spending will 
continue almost as at present. 

2. There will be some manpower layoffs as second 
and third factory shifts evaporate which, in turn, 
means less demand on management for wage boosts. 

3. The budget will not be balanced, taxes will be 
cut so slightly as to make little difference. 


Benefits of Peace 


Commerce Secretary Weeks has said that he does 
not accept the stock market prices as a barometer of 
our business and commercial prospects, and has 
asserted that Peace would be the best thing that 
could come to America. It would be hard to quarrel 
with Mr. Weeks on his assertion. The barometric 
views are left to the reader. 

But we get ahead of our theme. We do not know, 
nor do we have reason to believe that Peace is here 
or “just around the corner.” Many questions arise. 
Among them: 

Can we have any confidence in Russia’s offer and 
intentions? The answer to this is up in the air, but it 
is clear from past Russian performance, the men of 
the Kremlin must come through with proof of their 
promises, 

Can Russia’s peace overtures refer to Indo-China, 
Malaya and other trouble spots, or just to Korea? 
This is a query hard to answer, but in Washington 
there is the belief that the men of the Kremlin look 
at peace in Korea as a step toward more Red- 
inspired troubles in other areas. That, the writer 
believes, is the thinking of France who has the most 
at stake in the affected areas. Britain may feel the 
same way, but there is little to indicate the feelings 
of Britain’s leaders who seem to think more of trade- 
even with the enemy—than is thought of the lives of 
her soldiers who have to die resisting the Red menace. 
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By how much are arms expenditures to be cut? The 
answer to this is speculative, but not highly so. In 
fact, our arms expenditures may not decline. It is 
plain that Congress has found our ammunition pro- 
curement program far in arrears. It may be that 
Congress will find other. armaments programs in 
equally distressing position. Meanwhile, we are going 
ahead with H-bomb production and the output of 
other engines of war. President Eisenhower, in his 
recent address to the American Society of Newspaper 
Editors, made it plain that we will continue to pro- 
duce these awesome weapons of destruction until 
such time as world Peace is a certainty. 

Will arms reduction balance the budget and reduce 
taxes? At this point there is nothing to indicate that 
we will have a reduction in arms expenditures. How- 
ever, there are definite signs the Congress will reduce 
the cost of our Defense Department—not by shaving 
from the procurement of the munitions of war and 
defense, but through the elimination of a top-heavy 
personnel, slashing of red tape and bringing into 
being methods which make for efficiency rather than 
jobs for the “faithful.” 

These Congressional moves will not balance the 
budget nor bring sharp cuts in our tax burden, but 
these goals are in the minds of Congress, ever sucep- 
tible to economies which will please the voters. 


Economies Will Help 


We cannot see that these moves by Congress will 
seriously hurt any industry or any particular com- 
pany in the industrial scene. In fact, we see Congres- 
sional economies helping—rather than harming— 
industry. It is, after all, costly for the business man 
to unwind Government red tape. And red tape, ac- 
cording to Senator Harry F. Byrd (D., Va.), is the 
most dangerous impediment to our munitions pro- 
gram. In this view, Byrd has the hearty assent of 
Senate Republicans as well as Senate Democrats. 

What props are in sight if we do shift from a war 
to peace-time economy? Answering this query, the 
writer would point out that the Nation is lacking in 
vast public works programs, that most households 
are still short of wanted appliances and comforts, 
that we are still short five million trucks and a like 
number of passenger cars. These gaps will be filled 
when, as, and if we get back to a schedule of Peace 
rather than War. 

In addition, it can be 


from a war economy to an economy of peace. 

This hitherto unrevealed public works program, 
coupled with pent-up demands for many things long 
unavailable to the U. S. householder, is a probable 
answer to the oft-heard question, Can we avoid im- 
portant recession or depression? 

All of this, some of it conjecture, is based on the 
assumption that Russia is earnestly seeking peace. 
If Russia is seeking peace, then she may seek it only 
as a means to an end. The Kremlin leaders, far more 
practical and realistic than many in the United 
States, doubtless seek peace at this time as a way to 
get “a breathing spell” as her war potential moves 
forward to a point where she can plan to cope with 
the industrial might of this country. 

This uncertainty about Russia has Administration 
leaders worried. And with that worry are worries 
about the attitude of the United States citizenry, and 
the countries of the North Atlantic Treaty Organiza- 
tion. President Eisenhower has said he accepts the 
Red peace overtures at “face value,” presumably 
meaning that he figuratively keeps his fingers crossed 
and our powder dry until Malenkov and the men in 
the Kremlin come through with something more con- 
crete than conversation. Until Russia does this, then 
we can look for the Administration to keep placing 
orders for the munitions of war, although there may 
be stretch-outs in certain production schedules. The 
Senate probe of the ammunition shortages in Korea 
point up that we are probably far behind on more 
things than ammunition alone. 

The attitude of our own people hinges around the 
end of a shooting war in Korea. Again, President 
Eisenhower has cautioned that cessation of hostilities 
will not put an end to the need for men and the 
material of war in the Far East. However, if the 
shooting really ends, then, as at the close of World 
War II, there is going to be an overwhelming chorus 
of “Bring the boys home!” And, as it grows in vol- 
ume, Congress will find it hard to resist. In turn, 
Congress will pressure the White House. Having the 
power over the purse strings through appropria- 
tions, Congress can bring the boys home if the White 
House is not responsive to public demands. 

This has the Administration worried, no doubt of 
it. So much so that the recent convention of the 
American Society of Newspaper Editors in Wash- 
ington was seized as the occasion to put Congress 
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and the World on notice that Peace is not “just 
around the corner” and the Department of Defense 
will ask that the Selective Service Act be extended 
beyond its present expiration date—July 1, 1955. Yet, 
if the Reds really agree on a truce in Korea, it cer- 
tainly raises doubts that Congress will comply with 
the request. In the meanwhile, there is the imponder- 
able question—Will Peace in Korea mean a settled 
state of affairs in all Asia? The Chinese, who lay 
much stress on “Face” may well fan new flames of 
war in Indo-China, Malaya and other now restless 
areas. 

These are things which our men versed in foreign 
affairs are weighing. But your average layman 
doesn’t weigh them, doesn’t consider them. He wants 
Peace and he wants to let Asia and the other sore 
spots of the world fight their own battles without 
drain upon his pocket book, without drafting his son 
to die in some far-off jungle waste that is only some- 
thing to read about in an encyclopedia or in the daily 
press. 


Attitude of ‘‘NATO” Allies 


These are views of our NATO allies in Europe 
too. Already displaying an alarming indifference to 
preparations for their own defense, these Allies are 
certain to become even more indifferent should we 
achieve a truce in Korea. France, half her annual 
military budget now earmarked for the undeclared 
war in Indo-China, might well abandon her struggles 


for the welfare of those who do not have to face the 
artillery, the sniper, or expect death from the skies, 
Of course war is not necessary to our economic sur. 
vival, nor would the coming of a real peace mean our 
economic collapse. 

The coming of Peace will cause some economic 
dislocations, to be sure. But these need not be of a 
serious nature if the peoples of the United States 
and of those Nations we call the free world realize 
that for some decades to come we will have to main- 
tain, even build, our military might until it becomes 
apparent to troublemakers that we are a nation of 
free peoples who intend to maintain our freedom- 
that we are “ready, willing and able” to step in with 
force of arms wherever the aggressor threatens 
disruption. 


Re-Tooling for Peace 


Meanwhile, the impending transition from War 
to Peace is having the close attention of forward 
looking industrialists in this country. Many of them 
have already had cut-backs in defense production 
schedules, others have had stretchouts. But, despite 
some depression of stock market values, no major 
manufacturer has closed down or laid off any ap- 
preciable numbers of employees. Rather, the stretch- 
outs and cutbacks have enabled the more forward- 
looking among them to start retooling, gradually, 
for the pent-up demands for Peace wares. 

Already, manufacturers 





there unless she can get 
the United States to take 
over the major portion of 
that burden. 

England and Japan, both 
anxious to do business 
with China in a big sort 
of way, may well be lulled 
into indifference when the 
shooting stops in Korea. 
England has tremendous 
investments in the Far 
East, and she may see the 
cessation of Korean shoot- 
ing as meaning those in- 
vestments, through trade 
with China, can again be- 
come as profitable as they 
were in her days of colo- 
nial imperialism. 

These and many more 
things confront the Ad- 
ministration which, if all 
outward signs are correct, 
places little store in Rus- 
sia’s seeming intent to 
let Peace return to the 
world. But, on a pessimis- 
tic note, the peoples of our 
country and the countries 
allied with us don’t see 
them, or, if seeing them 
are blinded by hope. 

It is distressing to feel 
that mankind is now gear- 
ed so inexorably to an 
economy of war, that he 
cannot survive without 
war ; that war is necessary 
to employment for all, and 
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What About the “Peace Scare’’? 


An Answer by Secretary of Commerce Sinclair Weeks 


“The greatest thing that could happen 
to America would be the coming of genu- 
ine, lasting world peace. That objective is 
a chief aim of President Eisenhower and 
his Administration. 

“Whatever adjustments that might be 
required in the business world would be 
relatively small burdens in comparison 
with the awful weight of war that would 
be lifted from the hearts of Americans. 
Broken family circles would be united 
again. Young men, now facing the draft, 
could think of careers. The waste, agony, 
slaughter and the hates of war would end. 
Honest sweat would take the place of tears. 

“But these dreams have not yet come 
true. Even with fresh olive-branch waving, 
we shall for awhile still be required to 
live—as ancient Rome lived—in a garrison 
state. Our national security will depend on 
military might and strong alliances. Pro- 
duction for defense and for mutual secur- 
ity still will be an important factor in our 
economy... 

“The American system today has many 
floors underneath to check an old-fash- 
ioned slump—high savings, social security, 
pensions, emergency laws and other props. 
There is a great unfilled demand for the 
construction of bridges, highways, public 
works, schools and hospitals. The new Ad- 
ministration would not hesitate to use such 
strong measures as might be required in 
an emergency.” 




















of machine tools for de- 
fense production are pre- 
paring a major selling 
campaign among the pro- 
ducers of civilian goods. 
In the meanwhile, those 
manufacturers who have 
invested heavily to pro- 
duce for defense have a 
cushion of rapid deprecia- 
tion rates for tax pur- 
poses. It is not conceivable 
that the Government will 
renege on these allowances 
where defense orders are 
cancelled outright. 
However, there will be 
no outright cancellations; 
cut-backs will be slow if 
the Administration has its 
way, for the Administra- 
tion — according to compe- 
tent Washington observ- 
ers — see the latest Peace 
moves as a switch from 
hot war to cold war, rather 
than to genuine moves to- 
ward a real and lasting 
Peace. This leaves the Ad- 
ministration with the task 
of “selling” the American 
people and the Congress 
the inescapable necessity 
for remaining militarily 
strong in a World where 
we cannot place too much 
reliance on the United Na- 
tions and those countries 
(Please turn to page 194) 
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How Economic 


Necessity is... 


Changing Merchandising 


By VERNON SAVAGE 


 * downward trend in the margin of 
profit for the larger retail aggregations such as 
department stores, variety chain stores, mail order 
and clothing chains which has been a marked feature 
of business conditions in the past few years has 
naturally caused a good deal of concern to the ex- 
ecutives of these organizations and their investors. 
The downward trend has been quite marked as the 
accompanying table clearly shows. While the decline 
has affected all branches, the impact has been felt 
most severely by the department stores. In an at- 
tempt to overcome their difficulties, leading stores 
have engaged in many new practices some of which 
are quite revolutionary for this type of business. 
It is significant that the years since the end of 
World War II, though extremely profitable for most 
types of business effort, have been lean ones for 
department stores and other retail branches. While 
consumer income has been rising steadily to the 
highest levels on record, the majority of such con- 
cerns have been finding the going increasingly diffi- 
cult. Dollar volume has crept up slowly, but expensive 
Promotions and mounting costs of operation have 
pared the overall profit margin to a comparatively 
Insignificant figure in relation to investment. 
If the present trend should continue, the time 
would be not far distant when department store 
operations, taken as a whole, would become definitely 
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unprofitable. 
Any setback in 
general business 
activity, with its 
inevitable ac- 
companiment of 
shrinking con- 
sumer income, would create serious difficulties for 
numerous stores. For, department stores, as a gen- 
eral rule, have not been able to put on any fat to tide 
them over the lean years. 

But, department store and other retail executives 
are not giving up the fight. In all of American busi- 
ness, there probably is no more resourceful group 
of executives than those to be found in mass retail- 
ing. Their daily contacts with that inscrutable indi- 
vidual, the average consumer, have rendered them 
extremely conscious of the likes and dislikes and the 
ways and habits of the buying public. 

Department stores, regardless of what some pessi- 
mists may say, are not on the way out. To depart- 
ment store executives, the present situation is a 
challenge, not a defeat. New methods of merchandis- 
ing, new ways to reduce overhead, and new measures 
to increase volume are being studied and tested. Even 
though the end result as yet is not clearly defined, a 
a revolution is under way in department store 
trade. 


Postwar Incongruities 


The difficult problems that department stores and 
other large retailers are encountering are the prod- 
uct of the times rather than of the stores’ own making. 

Department stores have not been receiving their 











What is Happening to Retail Profits? 


Net Income as a Percent of Sales 
1947 1948 1949 1950 1951 1952 











Chain Stores 
—Food sees 1.4 1.3 1.6 EY 1.1 1.0 


Chain Stores 

—Variety.... 5.0 5.1 43 4.8 3.7 
Dept. Stores 

&Specialty 3.5 3.5 3.5 3.6 2.7 
Mail Order... 5.0 5.4 4.6 5.7 4.2 
Total Trade... 3.7 3.8 3.3 3.8 


“normal” share of consumer expenditures. While the 
American public has been embarked on the greatest 
buying spree in history, they have been largely passed 
by. 

This is not altogether surprising, however. The 
Department of Commerce found long ago that con- 
sumer buying habits change with the changes in 
their income. Every business boom, it often has been 
stated, is a durable goods boom, and this certainly is 
exemplified by the ways in which consumers spend 
their money during lush times. 

The degree of sensitivity of consumer expendi- 
tures for automobiles is much greater than that for 
clothing and footwear. Expenditures for household 
appliances vary more than do those for kitchen 
equipment. And so on. To a large extent, department 
stores are not geared to obtain anything like a con- 
stant percentage of consumer expenditures when na- 
tional income is rising. When income declines, depart- 
ment stores do better, relatively, although that may 
be small consolation. 


Meanwhile, large retail labor problems and labor: 


costs —and the latter constitutes the major item 
in the cost of operation—have mounted as a result of 
the competition for employees during a period of full 
employment. Wages of sales personnel have risen 
sharply but have not been accompanied by increased 
productivity. The employees of many stores now are 
fully organized in unions. Among other things, em- 
ployees now are much more “independent,” fre- 
quently at the expense of customer relations. 

The rising importance of Suburbia, the result of 
the tremendous postwar housing boom, has intensi- 
fied what might be called the “normal” problems of 
department stores and chains generally during a 
period of sharply mounting general business activity. 

Most department stores, of course, are rather cen- 
trally located in cities. But, the big rise in population 
has not been in the cities but in the suburbs. With 
the rise in automobile ownership, many customers 
prefer to shop in locations readily accessible by car 
and where parking is not a major and expensive 
hazard. Even before the war, traffic and parking 
difficulties in the cities had begun to influence con- 
sumers’ choice of shopping localities. 


Transportation Troubles 


A day in the city now is a rather expensive affair 
for the average suburban housewife even before she 
has spent a cent in the stores. Train and bus fares 
have more than doubled since prewar. Many depart- 
ment stores have discontinued their restaurants, 
making luncheon and tea more expensive, difficult, 
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and time consuming for the shopper. In postwar, 
maidless households, the problem of what to do with 
the young children can be both difficult and expensive 
when the mother is to be absent for most of the day, 

Small, independent shops have multiplied in the 
suburbs to meet some of these problems of the loca] 
housewives. There also are more of these small shops 
in the outlying residential areas of the cities. Fre. 
quently, they can undersell department stores, since 
overhead is lower and they often are owner-managed, 
Parking a car is not very difficult, since many sub. 
urban communities have established parking lots, on 
a small hourly fee basis, to supplement curb parking, 


More Problems 


Numerous city governments, without realizing the 
effect of their actions on non-residents, have insti- 
tuted sales taxes which affect practically all items in 
department stores. Although these are not imposed 
when purchases are delivered—by truck or mailto 
outlying communities, many shoppers want to use 
their purchases at once and balk at paying tribute 
to the city politicians. Sales taxes are just enough of 
a nuisance to deter many suburban shoppers from 
buying at city department stores. Many of the 
smaller city stores, where the suburban customer is 
well known, will either absorb the sales tax or resort 
to the subterfuge of noting that the merchandise was 
delivered to the buyer at his suburban address. 

The old business adage “You never win an argu- 
ment with a customer” appears to be unknown to the 
present sales personnel of many department stores. 
During the war, the quality of personnel deterio- 
rated, and it still has a long way to go to recover. 
Many sales persons act as if they were doing a cus. 
tomer a favor to wait on her or him. Impertinence is 
common. It is not at all unusual for two sales girls 
to keep a customer waiting for several minutes while 
they finish their conversation. In the smaller inde- 
pendent stores, whether located in the city or in the 
suburbs, the customer still is the king or queen, most 
of the time at least. Many customers undoubtedly 
have been driven away from their former favorite 
department stores by inefficient sales personnel. 

The housewife, accustomed to trading in the food 
supermarkets, is irked by the traditional and time- 
consuming department store custom of making out 
a sales slip at each counter, paying for each purchase 
as it is made, and frequently being forced to wait 
several minutes for change where there is a central 
cashier. Customers also dislike to carry around with 
them, while they do more shopping, a number of 
packages. They would prefer, as in the food super- 
markets, to make their selections at will, paying but 
once, and having their purchases in a single package. 


Fair Trade Again 


Most department stores, in the public mind, have 
come to be known as exponents of so-called “fair 
trade.” Those shoppers who are consumer-conscious 
generally consider fair trade as a device for extract- 
ing an exhorbitant profit from their pockets. 

The majority of department stores, whether they 
approve the principle of manufacturer retail price- 
fixing or not, have to go along with the practice or 
face innumerable lawsuits. In the smaller indepen- 
dent stores, fair trade often is more honored in the 
breach than in the observance, particularly where 
the customer is well known and may be depended 
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upon not to reveal the fact that the price was reduced 
r him. 
"i, “discount houses,” now that ample supplies 
of all kinds of consumers’ goods are available, have 
been having a field day in undercutting prices on 
radio, television, and household appliances. Only 
rarely are they apprehended and brought into court. 
If manufacturers attempt to cut off their source of 
supply, the discount houses always seem able to find 
enough of the merchandise to satisfy their customers. 

A number of department stores have discontinued 
their household appliance departments, maintaining 
that they had become nothing more than “show- 
rooms” for the discount houses. These are “big 
ticket” items, and their loss hurts. 

Throughout the entire field of retailing, there is 
nothing to touch the glamor of the modern American 
department store. Visitors to our shores frequently 
are overwhelmed by the character and number of 
displays. For country visitors, the big city empor- 
iums often are first on the list for sight-seeing. 

But, regardless of what it might have done yester- 
day, glamor is not selling: goods: today;.at-least not 
enough of them to put- department: stores: on-a sure 
profitable basis. To a certain extent, the glamor that 
we associate with department stores is a holdover 
from the time when they catered primarily to the 
“carriage trade.” 

Glamor does help sell goods to newcomers to the 
cities and to the younger generation of shoppers, who 
are most impressed thereby. Older shoppers, price- 
conscious by force of necessity, are more interested 
in bargains than glamor. With women marrying 
younger and bearing children in the early years of 
marriage, the tendency now is for many young cou- 
ples to move rather quickly to the suburbs, removed 
by distance and inconvenience from the glamor of the 
large city emporiums. 


’ 


Chasing the Customers 


Since the suburban customers will not come to 
them, numerous department stores have established 
branches in the suburbs. Large parking lots and most 
of the appurtenances and variety of the main store 
help to make branch stores profitable operations. The 
growth of “shopping centers,” often many miles out 
of the city, also is contributing to the increase in 
branch stores. 

Department store executives maintain, however, 
that the business done in branches does not represent 
net gain since, every time a new branch is opened, 
there are a number of customers who transfer their 
buying from the main city store. With the larger 
cities tending to become increasingly devoted to busi- 
ness and less residential, it is possible to conceive 
that the time may come when what are now large 
city stores become no more than home offices, with 
all of the actual business of selling transacted in the 
suburban branches. As yet, however, we have not 
heard of any such instance. Meanwhile, the main or 
“parent” store in the city is facing increasing over- 
head without commensuratory increase in sales 
volume. 

Chain department stores, avoiding the large cities 
and concentrating their activities in medium sized 
and small cities, appear to be doing quite well. The 
suburban problem, if it exists, is not acute in the case 
of the smaller cities. In the Southwest and the West, 
where people frequently drive a hundred miles or 
More to see a movie or visit friends, distance is not 
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the obstacle to shopping that it is in some other sec- 
tions of the country. 

During the past few years, a considerable number 
of department stores, in an effort to check dwindling 
sales volume, have experimented with staying open 
one or more evenings a week. 

Since consumers are unpredictable, the results 
have not been uniformly successful. Some stores, 
after experimenting with one evening opening a 
week, have added an additional evening. Others, after 
a trial, have discontinued the one evening opening. 

Sales volume has increased, naturally, with eve- 
ning openings but the increase has not proved suffi- 
cient in all instances to offset the additional expense 
and decrease in morale of personnel. With the gen- 
eral labor situation what it is, many employees re- 
sent working evenings, even though compensated by 
time off on quiet days. Some resignations have oc- 
curred as a result. Store unions as a general rule do 
not look kindly on the practice. 

Although night openings have proved to be the 
answer to slipping sales volume for a number of 
stores, they apparently (Please turn to page 194) 
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but it is estimated that the gain in the 
first quarter of 1953 was at about half 
the same rate. This would place firs 





quarter profits (before taxes) at the 










































= \| or ah Wi r 
et 
‘a 


PART I By WARD GATES 


J irst quarter 1953 corporate earnings, as 
revealed in current reports, tend somewhat to confirm 
evidence of the improved trend which made its appear- 
ance in the final quarter of 1952, following successive 
declines in previous quarters. Comparisons with the 
second and third quarters of 1952, however are apt 
to prove misleading inasmuch as the slump in indus- 
try in the summer and fall of last year, due to the 
steel strike and its after-effects, inevitably distorted 
the quarterly earnings sequence. Nevertheless, re- 
covery to greater normalcy in the first quarter of 1953, 
affords a better basis of comparison in determining 
the trend. 

Increasing supplies of steel which reached new 
peaks in recent months, have permitted resumption 
of near-capacity manufacturing operations in all 
industries where the metal forms a basic ingredient 
in production. Industries that have especially bene- 
fitted are automobiles and parts, chemicals, and con- 
struction. With these and other important industries 
relieved from dislocations caused by former short- 
ages of supplies, resulting increased operations have 
produced the highest quarterly earnings in a year. 

During the fourth quarter of 1952, corporate 
profits rose at the annual rate of about $3 billion 
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What First Quarter 


Earnings Reveal 


MEPRRGRORRORREGOeanen 





annual rate of approximately $43 pjj. 
lion, or larger than for any othe 
quarter in recent years, except for 
the abnormally high peak 
of $50.1 billion in the first 
quarter of 1951, the high. 
water mark of the “Ko. 
rean boom”. 


Inventory Replacement 
and Production 


Profits in the firs 
quarter 1953 were slight. 
ly better than in the same period of 1952 
and, on the average, slightly higher than the 
final quarter of that year. One of the factors 
responsible for the increase in business 
and profits was the need to replenish 
durable-goods inventories, which had been 
cut down during and directly after the 
steel strike. The last reported figure re. 
veals an increase in manufacturing inven. 
tories of about $600 million since last 
June. Total business inventories which had 
slumped to about $72.7 billion last August 
were $74.6 billion at the beginning of 
February. The upbuilding of these inven. 
tories has had a marked effect in raising 
total business activities, which in turn has 
been reflected in a rising trend of business 
profits. 

As we get deeply into the second quarter, 
it is apparent that the forward thrust of 
manufacturing and business activity is 
being maintained. With practically full 
national employment and personal income 
at peak levels, the consumer markets for 
both durables and non-durable markets 
are active at the moment and corporations 
are extending their efforts to encourage as 
high a rate of private consumption as possible. In 
this connection, the continued rise in consumer 
spending is indicated by the increase of about $% 
billion (on an annual basis) in the fourth quarter of 
1952 and a similar increase estimated for the first 
quarter of 1953. On this basis, it would be expected 
that a still further increase, though on a more moé- 
erate basis, would materialize in the second quarter. 
This view is supported by the steady, continued rise 
in consumer credit—considered by some to be a dan- 


ger signal—which is now close to $24 billion as} 
against $20 billion a year ago. Any contraction In | 


supplies of consumer credit, however, would produce 
difficulties. 

Specific earnings reports for the first quarter re- 
flect variations as between industries but a notable 
change has been the more uniform results obtained 
by the different companies within the same industry. 
Last year, such individual variations were much 
more numerous. While individual industries have 
not shared equally in the business upsurge since the 
end of the third quarter of 1952, and some in fa¢t 
have fallen back, most companies in an active indus- 
try are now showing more consistent profits. 

Full operations in some industries have produced 
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moderately higher earnings in the first quarter of 
1953 than either the fourth quarter of 1952 or the 
frst quarter of that year, the intervening quarters 
being omitted for purposes of comparison as re- 
fecting the steel strike rather than the underlying 
economic position. These industries are: aircraft, 
air-conditioning, automobiles, building materials, 
cement and copper companies, credit concerns, food 
processors and steel. Among industries which have 
not shown material improvement are: zinc and lead, 
which are feeling the effects of lower prices; textiles, 
in which the majority of these companies have not 
been able to show conspicuous gains; pharmaceu- 
ticals, still troubled by price weakness and over- 
supply in some categories; farm machinery in which 
sales continue to lag though defense business still 
holds up well; and the liquor industry which is 
handicapped by the effects of the high excise taxes, 























as well as burdensome inventories. 

A feature of a growing number of first quarter 
company reports is evidence of a reduction in the 
amount required for total income taxes. In the 
majority of these cases, smaller taxes will be paid 
as a result of special carry-over excess profits tax 
credits; and, also, are a result of the reduction or 
elimination in excess profits taxes in some cases. 


Excess Profits Tax and Earnings 


With the excess profits tax dying June 30 (assum- 
ing Congress in the meantime does not restore it), 
the tax will be applied on a 15% rate for the full 
year 1953, instead of 30% for the first six months, 
as under the present law. Therefore, in those cases 
where excess profits taxes are still being paid, cor- 
porations (upon ex- 


(Please turn to page 194) 

























































































Quarterly Comparison of Sales and Earnings 
— soul <4. = tepals totaal Parioeccaceel I eetonming teehee Ee a 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Net Net Net 
Sales Net Per Sales Net Per Sales Net Per Sales Net Per Sales Net Per 
(Millions) Share (Millions) Share (Millions) Share (Millions) Share (Millions) Share 
don Corp. .. $116.6 $ .31 $106.6 $ .48 $ 89.1 $ .34 $ 65.3 $ .18 $ 65.5 $ .20 
Consolidated Vultee Aircraft =. 96.5 74NG.6KHOSC«S 104 02=C«O972si2B HSC 
Container Corp... 452 1.18 464 124 45.0 11g 42.2 123 4471.36 
Detroit Steel 28.7 ae 25.9 53 22.0 41 15.6 22 23.8 64 
iene & Reynolds “A” e 10.1 32 12.0 £2 12.0 .96 12.2 62 9.4 98 
Diamond Alkali 21.5 63 19.5 50 18.4 49 18.2 52 20.5 67 
Douglas Aircraft 231.6 3.66 179.9 3.36 146.7 1.98 114.7 1.99 81.2 1 66 
Eagle-Picher 23.2 64 25.3 1.80 20.8 55 16.7 1.03 18.9 70 
Eaton Mfg. mz : ; 55.1 1.56 49.8 1.43 34.7 1.04 48.0 1.38 49.1 7 1.42 
Ex-Cell-O Corp. 24.8 2.10 25.3 2.02 23.6 2.05 21.9 1.83 18.1 1.38 
General Boking ee, ae ne .06 31.4 58 27.9 33 30.5 .37 28.1 09 
G@mered Bronze PineR 5.7 66 6.9 .63 5.7 1.03 5.6 97 48 68 
General Portland Coment .. vi ante ; 7.4 1.13 72 1.38 73 1.24 . 7.5 1.05 7 1.20 
Hooker Electrochemical . 9.3 7 75 8.9 70 86 70 9.3 81 9.6 70 
industrial Rayon 7 OSS BCG 129147 1.12 
Johns-Manville 5722«iS6 (iti sCiADC (at BCi«HC(ité«iO(tlHC«*idCTS 
Kaiser Alum. & Chemical 453 «= «288i (ia (ts TTtC(ia A OCG C(ititiTCt«a 
Kelsey-Hayes Wheel... 37s—i‘iM3'tiBHsi‘iBC( (titi (itiCCidTHC( (tS | 
Hanenite 10.6 44 11.5 .63 9.2 55 VW. 58 10.4 68 
(0p EE SERRA fle Sse tamer ee 1.54 13.6 1.84 13.2 1.43 12.7 1.14 11.7 4.29 
National Cuntedees 31! 15.1 aa 13.0 y 29s 32 12s 34 
Pittsburgh Steel. Lea 39.6 1.36 40.1 219 36.5 a” 1.28 - 22.0 : (d) 59 29.7 / if 82 
Raytheon Mfg. es eee 51.2 .60 47.5 56 31.2 .27 37.2 29 28.6 16 
St. Regis Paper a9 70 49 77 «434 45 446 46 476 64 
Shamrock Oil & Gas .... 8.0 1.01 8.1 1.00 8.2 84 #3 83 ; 7.6 91 
Standard Steel ‘Spring 4 430 «75 -36.7— 79 29.3 56 _ 37.6 _ 72 40.3 : 73 
Texas Pacific Coal & Oil 51 108:téi‘<~‘S~S*‘“‘i | O!)l!CUCDtCi KC (GD 
Twin Coach ................. 8.3 .27 7 89) 58 5 80 10.4 : oa : 14.7 78 
Weedward Iron ne 1.66 9.5 1.41 7 6.9 ge 114 y 4 6.2 : “1.37 10.0 2.22 
Wyandotte Worsted 6.0 au “Ss ; 64, _ 78 69 wail “44 y 3.9 06 ‘. 73- .27 
(d) Deficit. | Estimated. 
eee 
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By 66 


CONGRESS would be wise to invite the advisory 
services of Britain’s chancellor of the exchequer, 
R. A. Butler who, it seems, has come up with a 
formula for tax reduction and budget balancing 
which can be brought about simultaneously. The 


a 





WASHINGTON SEES: 


The Administration, with not yet enough oppor- 
tunity to organize itself for the great job ahead 
of it, already is showing that it needs a diplomatic 
quarterback. Badly. The “plays” are not organ- 
ized and the job of placing a smoothly operating 
team on the international field, answerable to 
one captain, probably is greater today than it 
has been at any other time. The tides of peace 
are beginning to lap at the shores of the em- 
battled nations and if they are to be seized at 
riptide, speed in charting a course of action is of 
the very essence. 

John Foster Dulles, Secretary of State, is a 
man of very pronounced views on how the inter- 
national situation should be handled, has worked 
with the subject for years, and he is the person 
in charge, nominally at least. But President Eisen- 
hower’s recent major speech on foreign affairs 
shows there are several areas of non-agreement, 
if not disagreement. The speech was made when 
Dulles was out of the country, so it is obvious 
that notes on the final draft couldn’t have been 
compared. World confusion could be the result. 

Then there is Senator Joseph McCarthy who 
has kept the State Department personnel in a 
condition of mental turmoil for several years, now 
seeks to speak international policy. Others who 
display an itching to control some phases of world- 
wide relationship: the military services, NATO, 
Mutual Security Administration, foreign relations 
committees of both houses of congress. 
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ancient sounding title describes a position which 
roughly corresponds to what would be a combined 
Secretary of the Treasury-Director of the Budget 
Bureau in the United States. His proposed new budg. 
et would cut income, sales, and corporation taxes: 


’ 


would increase defense spending and social benefits, 


MEANWHILE Chairman Reed of the House ways and 
means committee was intent on getting legislation 
through which would match in Washington what is 
sought to be accomplished in London. While the 
objectives are laudable, the New York congressman 
finds himself surrounded by Doubting Thomases. A 
rules committee dominated by Reed’s own party was, 
it was evident, taking its cue from the White House 
and bottling up the bill. President Ike wants more 
proof that the budget will be balanced before he gives 
the “go” signal for a program of tax reduction. 


BELIEF IS GROWING in Washington that the Recon- 
struction Finance Corporation, marked for extine- 
tion come June 30, will die in name only. Like the 
government’s temporary buildings erected 35 years 
ago to house wartime agencies, the temporary ex- 
pedient created by Herbert Hoover to help shriveling 
business has outlived the planned life span. And 
many think there still is no way of dispensing with 
either except, as indicated, by putting RFC func. 
tions under another agency, say Treasury. A quick 
glance at the books shows a 20-vear record of 
125,000 loans totaling $13 billion. 


REORGANIZATION of the Post Office Department is 
proceeding under the guidance of Postmaster Gen- 
eral Arthur E. Summerfield. One swallow does not 
make a Spring and one instance of an economy 
effected does not correct the postal deficit. But both 
may be considered harbingers of things to come, 
welcome things. The pay of a fourth-class_post- 
master is only $1,800 a year which isn’t much except 
that elimination of the job saves for other federal 
uses the income taxpayments of several persons. 


And Summerfield found a North Carolina post office | 


which was seldom in operation for the reason that 
only one person was served—the postmaster. 
STREET 
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The possibility that the war in Korea may end 
soon confronts congressmen and the taxpayers they represent 
with problems which call for early solution. Asa result 
of three wars within what can properly be regarded a 

single generation, the country is overloaded with veterans. 
A soft attitude on the part of congress toward extending 
hospitalization and other benefits in non-service con- 
nected medical and surgical cases and to the families 

of men who were in uniform has zoomed the bill beyond 
practical bounds. Ihe day of reckoning is at hand. 
























































The White House in what is an obvious sensible 
appraisal of the situation has vetoed the suggestion that 
the Veterans Administration become a part of the Federal 
Security Agency. It is just too big, and will become bigger. 
Congress might have rejected the switch anyway. The 
percentage of the membership carrying honorable dis- 
charges is great. And, then, there are members like 
Rep. Edith Nourse Rogers of Massachusetts, who have 
introduced literally hundreds of veterans' bills and seem to have an inexhaustible supply 
if the well runs dry. 
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— President Eisenhower has established a politically wise and friendly public rela- 


yudg. | tions system. Each member of congress will be included eventually ina group invited to call 
axes; | at the White House and discuss public affairs with him. It's flattering to the congressmen, 
efits. | particularly the newer ones, and it gives Ike an insight to what goes on at the opposite end of 
Pennsylvania Avenue. Trouble is that so many of the solons run off at the mouth about their 
- pet projects and bills, tell the newspapers that the "President seemed enthusiastic." What 
at is | Usually happened was that he didn't say a blunt "no!" 
» the 
sman it is becoming clearer by the day that the reluctant Adlai Stevenson who wouldn't 
es.A | yun for the Presidency until he was nominated already is running in the 1956 sweepstakes. 
wae And it seems to be equally clear that his opponent will not be General Ike. The President 
more has told callers he isn't happy in the confines of the Executive Mansion, doing chores or the 
gives | handling of which he once declared a military man is not fitted by experience or temperament 
tohandle. Adlai isa "smoothie." He hasn't stooped to demagoguery but his sarcastic refer- 
ences to “government by businessmen" comes dangerously close. 







































































econ 
aes Statistics can be accurately quoted and at the same time be very misleading. Like, 
years | for example, the assertion that there is no dollar gap at present. That came out at a con- 

y &X | gressional committee hearing. But the complete story was not wrapped up in the casual state- 
yee ment. The technical accuracy cannot be denied. However, one of the things it fails to take 
with into consideration is that this country threw about five billion dollars into foreign 

Func. | Lreasuries last year, in economic and military aid. Concurrently, most of those nations set 
quick | UPnew tariff fences to slow their imports of United States goods, save their dollar standing. 
d of 
































In 1952, this country exported about 20 billion dollars worth of commodities and 
nt is} Services, imported about fifteen billion dollars worth. The difference was made up of 
Gen- } government donations, but that wasn't all. American investments abroad sent millions of 
s not f dollars overseas; private gifts and loans swelled the dollar holdings. Soon, decision must 
1omY | be made whether to lower tariff walls here or adopt a permanent policy of financial aid. 




















be Neither alternative offers any attraction. 
post- 
<cept Importance of overseas trade is, perhaps, illustrated best inthis country's 











deral | acceptance of the latest International Wheat Agreement. The expiring pact pegged the price 

sons. | at $1.80 ceiling; the new level is $2.20. The United States had asked for $2.35 and used the 

— fact of a $2.20 wheat support price as one of the justifications. An export subsidy still 
vill be involved; the federal government will pay about 150 millions annually to get 300,000 


tillion bushels of grain out of the country. 
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Cocktail lounges, the Press Club, and foreign embassies have made Ike's peace 
talk the No. 1 subject of conversation and dissection. The President put it in terms 
So concrete as to make Soviet evasion impossible without confessing that such was the 
intent fromthe start. There was nothing inflammatory in the speech; avoided in dis- 
cussing the right of all nations to make their own determinations were the words "con- 
tainment" and "liberation," which plainly incite to violence or threaten military 
action. The language used by the President was merely a restatement of the term 
familiar to Americans that "all men are created free and equal," coupled with a proposi- 
tion that no roadblocks be placed in the path of exercise of that right. 












































It was inevitable that the tidelands oil bill to give rights to submerged oil 
deposits to states whose borders are touched would start the wheels of mental ingenuity 
turning. It has happened, even sooner than had been expected. Reasoning that the a 
conflict between state and federal ownership was resolved in favor of the states in 
the pending legislation and a principle had been established, members of both houses of 
congress who come from prairie states have brought up an idea: why not give grazing " 
lands on the national preserve to the states in which they are located? The anomaly 
isn't far-fetched. 


























The Supreme Court of the United States had ruled that the federal government 
is as much the owner of the off-shore oil sources as it is of the grazing acreage on the 
public domain. If congress is to legislate one to state title, why not both, it is asked 
by Nebraska senators and representatives who profess to speak the attitude of 14 
grazing states. Since their votes could be important to the fate of the tidelands oil 
bill, anything could happen. 























The preponderant sentiment among leading Congressmen and Senators against 
reinstatement of the excess profits tax -- lapsing June 30, 19535 -=- is so strong that it 
now seems this tax will definitely disappear. There is, however, a movement afoot to 
recapture at least some of the taxes lost through some other tax (or taxes) on corpora-= 
tions. The power behind this drive is not as strong as the steam behind those who just 
want the excess profits tax to die and nothing else to take its place. It won't be 
long before we know definitely who will win the tug-of-war. 














Interesting to watch will be the action of the newest member of the Federal 
Tariff Commission. He served briefly in the house of representatives but had his con- 
gressional career cut short when he attempted to oust one of the senate's most popular 
and outstanding members -=- Senator Brien McMahon of Connecticut. Commissioner Joseph 
E. Talbot is a man whose every act is ruled by his conscience. He is unyielding in his 
loyalty to the republican party and, coming from the industry-saturated state of 
Connecticut he is a willing disciple of the religion of high protective tariff. 



































Congress already has taken the tariff bit from the mouth of the agency that held 
complete control for many years. That came about through the Cordell Hull program of 
resiprocal trade agreements. The Congressional Record shows that Talbot blew hot and cold 
on renewals == once for, once against. This seeming inconsistency can be logically 
explained by the fact that his vote for continuing the agreements was cast at a time, dur- 
ing the war, when the need for free passage of goods among the democratic countries was 
such that almost all republicans went along. He switched on the second-go-around. The 
war was over and there was growing demand that nations stabilize their own economy. [Ihe 
idea may seem old-fashioned today, but that's where Joe Talbot stood . and stands. 
































General Van Fleet's charge that there had been a shortage of munitions -- in 
Korea has created a great deal of anguish among Pentagon leaders, since they feel the 
public has received a misleading impression. To set the record straight General George 
Marshall has stated that plans for furnishing arms to our army and allies in Korea were 
based on the top-level military view that the enemy would be out of the running by mid-1953 
and that the war would then be over. Under the circumstances, they felt that piling up 
arms beyond that date would not serve any useful purpose. The fact is that they did not 
forsee the tragic events that were to come. 
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[., of the most important problems confront- 
ing the 83rd Congress is considerably more than a 
mere “$64 question,” but it is a question. The answer 
will run into billions of dollars and have world-wide 
impacts, economic and military. In only five words, 
the question is “What to do about tariffs?” 

The answer may be found after millions of words 
of Congressional debate which will follow other mil- 
lions of words of testimony by experts and many 
who are not so expert, but feel they have a right to 
express their views, pro or con. 

Congress is being subjected to pressure from many 
sources. Our allies abroad are demanding liberaliza- 
tion of our tariff rates. They say, and with reason 
on their side, they must have the opportunity to sell 
more freely here to obtain the dollars they need. 
Without freer flow of trade, they assert, their econo- 
mies cannot be made stable. Unstable economies, 
they continue, weaken their power to resist threat- 
ened Red aggression, thus making it necessary that 
the American taxpayer continue to pour billions of 
dollars into foreign aid—economic and military. 


Views of Labor and Industry 
This somewhat oversimplification of the position 
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of our Allies has the sympathetic 
ear of many who are high in Ad- 
ministrative circles of our own 
Government, while some segments 
of America’s organized labor begin 
to feel foreign competition would 
be less costly to the wage earner 
than the present tax rate necessary 
to bolster the economies of those 
nations allied with us to resist 
totalitarianism. Conversely, other 
segments of organized labor prefer 
to work behind the high wall of a 
protective tariff. 

As with Labor, American In- 
dustry is divided on the subject— 
some industries preferring the tar- 
iff wall, others viewing tariffs as a 
distinct check on expanded trade, 
consequently a deterrant to growth 
and higher employment. 

These divergent views of Labor 
and Industry immediately put Con- 
gress “‘on the spot.” The tariff question becomes po- 
litical, rather than a problem of national and inter- 
national economics. The average Congressman (and 
this may be a harsh indictment) is more concerned 
with pleasing his constituency than with an overall 
solution to a problem of world-wide significance. 
With few exceptions, a Congressman’s horizon is 
limited to the confines of his own district and what is 
wanted by a majority of the electorate of his district. 


All of us—Industry, Labor, Congress, Agriculture, 
reporters—must approach the tariff problem dispas- 
sionately. We must make decisions on international 
trade policy that are based on national interest, 
rather than the interest of particular industries or 
groups. If, in certain cases, a choice to be made be- 
tween hardship to a particular industry and the 
national interest is necessary, then we must respect 
the national interest and provide means for aid to the 
industry which will suffer from the choice. If the 
national interest demands that we permit freer im- 
ports, then we must aid the damaged industry by 
such means as extension of unemployment insurance, 
diversification of production, aid in retaining work- 
ers, and conversion to other lines. 

The foregoing paragraph reads as though it was 
a recommendation of almost complete Government 
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subsidization of industries which might be hurt by 
a downward revision of tariffs. The assumption is 
erreneous. American industry and its leaders are too 
alert to possibilities in new products, too ingenious 
in the development of new products, too averse to 
aid from bureaucratic (Government) sources, to fail 
in adjustment to a new situation which might arise 
from tariff changes. 


Excess of Exports 


Now we have had a brief resume of national, in- 
ternational, and political phases of potential tariff 
revisions—presumably downward. Let us try to look 
at the overall international trade situation as it re- 
lates to the United States. From 1946 through 1952 
the United States exported $123 billion. In the same 
period we imported $78 billion of goods and service. 

With these $78 billion our friends abroad were 
able to pay us for 63 percent of our exports. The re- 
maining 37 percent ($45 billion) had to be paid for 
in some other way, either through loans from bank- 
ing sources, such as the International Bank and the 
Monetary Fund, or dipping into their own dollar 
reserves, or private investments and advances—these 
totaled $13 billion. This leaves a balance of $32 bil- 
lion. During the same 7-year period, the U. S. Gov- 
ernment extended credits and grants, mainly to 
Europe, of $36 billion—a $4 billion difference not 
clearly accounted for. 


Cy 
40-Year Trend in Tariff Rates 


The $36 billion (or $32 billion) of aid was pro. 
vided chiefly through the Marshall Plan, and does 
not take into consideration earlier loans to Britain 
and aid to Greece and Turkey. The money was ladled 
out by the United States without receiving any re. 
turn other than the intangible hope that we had 
bolstered potential allies against the Red threat. 

The writer will not argue the wisdom of the 
expenditure. Doubtless we need a “front line” ip 
Europe, a strong front line. However, he would point 
up that the money came from the pockets of Amer. 
ican taxpayers at the rate of around $6 billion a year, 
or $240 each year for each man, woman and child in 
the United States. If we not had this burden of 
foreign support, all of us would have had lower taxes, 

It is true that our exports would have been lower 
by around $45 billion, and that would have been had 
for our exporters and those who produce for export, 
but world trade would have been in balance, at least 
in the dollar area. The absence of this aid we poured 
out would have meant that instead of exporting $123 
billion in the 7-year period, we would have exported 
about 30 per cent less, or around $87 billion. 


The Dilemma 


This abruptly brings us to a question, the answer 
to which is not easy to find. Should we have a high 
level of exports, and a relatively low level of imports, 
thus leaving us “out of balance” in the world trade 





AVERAGE AD VALOREM RATES OF DUTY ON IMPORTS INTO THE UNITED STATES 
BY YEARS, UNDER SPECIFIED TARIFF ACTS 


















Percent Percent 








free dutiable 
PI oad elects amass caso vus bovacaeh dann eaSocceiecceceaeesa¥s 65.7 34.3 
Ua ees eae NG te cee eee Enea ieN atau 66.4 33.6 
1930 (January 1-June 17) .................. 64.6 35.4 
Annual average—Fordney-McCumber Law .......... 63.8 36.2 
HAWLEY-SMOOT LAW 
Effective June 18, 1930 

1930 (June 18-December 31) .......................... 69.5 = 
33.2 

36.9 

39.4 

40.9 

42.9 

41.4 

39.3 

38.6 

1940 . 64.9 35.1 
CO Ne ee ane ere Pe rtere ore 63.0 37.0 
LESS trl Aceon Wee ee Pa les Peer on ne oPae Ree er . 63.8 36.2 
oo See cos OE 35.3 
1944 . 69.8 30.2 
1945 67.0 33.0 
1946 60.5 39.5 
1947 60.8 39.2 
1948 ...... 58.9 41.1 
1949 58.9 41.1 
|i) EE ae erente Nag pene een tors 54.6 45.4 
19514 55.4 44.6 
Sea On nny AUaCnD Pree RRP DR Leen or cn aR 58.2 41.8 








Percent Percent _ 
free dutiable 
PAYNE-ALDRICH LAW 
Effective August 6, 1909 
DONO cack taccusas caves cusacesdonsiecscsbedsposesioretssteseeincssss ee 50.8 
1911 psanhesesoncctugtencutenpsatsseesiar meas 50.8 49.2 
1912 atniatvsdnGeacnaesenSstaseduusoedacseusnssess REO 46.3 
PI Secs cal pa trenagaceersssSustecnsevieviiun seocdtateaw einem 55.9 44.1 
Annual average—Payne-Aldrich Law .. 52.6 47.4 
UNDERWOOD LAW 
Effective October 4, 1913 
|) ee ese 60.4 39.6 
1915 ea 37.3 
1916 or . 68.6 31.4 
WM cai snisastdvsvibasetat te asesiassedeaiscn apatites westateac 69.5 30.5 
1918 patie nati esc 26.1 
1918 (July-December) Me 20.9 
1919 pipet haast aa tata aebltenceiapdon das siaceeecavintes .. 70.8 29.2 
ON Soa Rises pot acess ses hostent, tarsac tec pucetead™ 61.1 38.9 
19211 61.2 38.8 
19221 . 61.4 38.6 
Annual average—Underwood Law 66.3 33.7 
FORDNEY-McCUMBER LAW 
| Effective September 22, 1922 
| SSR CE ees 58.0 42.0 
1924 ..... 59.2 40.8 
2 ee .. 64.9 35.1 
Se : . 66.0 34.0 
_ ) : 64.4 35.6 
NOTE: Comparisons between different years should not ignore (1) 
changes in the character and quantity of articles imported and 
(2) changes in price levels. 
1—The Emergency Tariff Act became effective on certain agricul- 
tural products on May 28, 1921, and continued in effect until 
September 22, 1922. 
*—Subsequent to June 21, 1932, certain commodities which had 
previously been on the Free List were made taxable, and since 
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that date have been reported as dutiable commodities. The 
principal commodities affected were petroleum, copper, lum- 
ber, and coal. 

%—Trade Agreements Act p das dment to Hawley-Smoot 
Law June 12, 1934. Under it many raies of duty have been 
decreased from time to time. First agreement effective Sept. 12, 
1934, with Cuba. 

4—Preliminary. 
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picture, or should 
we balance the trade 
scales and lessen our 


IMPORTANCE OF EXPORTS FOR U. S. PRODUCTION 


For commodities making up a third of our exports in 1949-5! 
foreign countries provided 25 percent or more of the total market 








exports to match our 
imports? If this last 
is done, we may have 
even higher taxes to 
bolster the econ- 
omies of our Euro- 
pean allies. 

On the other hand, 
if we try to bring 
imports — through 
tariff concessions — 
to the level of our 
exports, will we 
bring shut-downs to 
thousands of Amer- 
ican factories with 
consequent unem- 
ployment which will 0% 
have to be handled 
through tax-sup- 
ported unemploy- 
ment payments or 
private charity? We 
want a high level of 
international trade; 
we would like to get 
out of the position of 
chief creditor nation of the 
world, but can we get out of 
this position without seri- 
ously damaging our own in- 
dustry ? 0 

The answer is not a re- 
sounding “yes,” but it is in 
the affirmative, provided we go about the transition 
in easy steps. There will have to be some trial and 
error; how much, we do not know, but sooner or 
later we will have to start feeling our way for the 
reason that we cannot forever support the eeonomies 
of foreign nations through taxing a citizenry that is 
now paying better than one-fourth its income to the 
tax collector. 

These are problems with which the Congress will 
have to wrestle. They are problems of concern to the 
Administration, to Managment, Labor, the Banker, 
the Man in the Street and our more than six million 
farm families. They are puzzling, confusing prob- 
lems, but somewhere there are answers. With this 
aura of uncertainty, let’s pass on to some of the in- 
dustries which have much at stake in the tariffs 
issue. Thev are many—more than we can cover in our 
space limitations, but we can look at some of them. 
What applies to them may fit others. 
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Effect on Specific Industries 


First, the writer would look at steel, often de- 
scribed as the backbone of industry and war. Files 
of the U. S. Tariff Commission reveal some 3,300 
manufactured items under the general category of 
steel, ranging from angle bars to stainless steel 
sheets—all subject to tariff levies ranging from 3 per- 
cent of ad valorem value to 40 percent of the same 
value. With European and other foreign nations buy- 
ing steel here, it is difficult to conceive of even free 
trade in this area harming American industry. Be- 
hind tariffs, steel manufacturers can keep their 
domestic prices at the higher levels made possible 
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by the customs 
levies on manu- 
factured, or fab- 
ricated steel 
products. 

This may all seem like an 
unnecessary protection to 
the steel industry when one 

considers that iron ore, a principal base of steel pro- 
duction, comes into the United States without cus- 
toms levies. Further, one must consider that other 
Nations look to the United States for steel, and steel 
products, because their own mills cannot make 
enough for their needs—military and industrial. 

Turning to petroleum, now subject to some four or 
five tariffs depending upon the state of the oil, crude, 
semi-refined or refined, it is hard to see tariff cuts 
(even elimination) damaging American industry to 
any serious extent. Some producers would be hit if 
we could get foreign oil without any import tax, true, 
but their numbers are small. Perhaps the bituminous 
coal industry would suffer the most. At this time, it 
is estimated that coal demands have been reduced by 
about 10 per cent as residual fuel oils have come into 
the United States at relatively low tariff rates. 

However, one cannot blame low petroleum tariffs 
for all of the coal industry’s woes, many of which 
are directly traceable to a labor leadership which, 
through tight unionization, has demanded and gotten 
wage and other costly concessions which have “priced 
coal out of the market.” 


Tariffs and American Agriculture 


Reverting to metals—copper, zine and lead—we find 
tariffs that are protective of the miners of these 
elements without regard for the real users. Perhaps 
we could lower, or wipe out, these tariffs without 
serious harm to our overall industrial picture. 
Stepped-up copper imports would be especially help- 
ful to both defense and peace-time production. Copper 
goes into much of our defense production, at the 
same time helping our peace-time industry, particu- 
larly in the field of (Please turn to page 188) 
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BUILDING 


INDUSTRY 
—In a Time of Flux 























































































































By H. F. TRAVIS 


SJ hat small band of militant skeptics on 
the outlook for a continuation of the construction 
business boom must surely be disarmed as the indus- 
try goes into the second quarter of the year with 
overall operations at record levels. 

First straw in the 1953 wind was a report by the 
Departments of Commerce and Labor that new 
building put in place during January was valued at 
$2.3 billion. Although this represented a seasonal 
decline of 8% from December, it was 6% above the 
figure for January, 1952. The Government followed 
up with a report that builders put $2.2 billion of 
new construction in place during, February. It was 
a record high for the month—5% better than Jan- 
uary, 1952, and 8% higher than the like 1951 month. 

Sources within the industry estimated heavy con- 
struction (this excludes individual homes) in the 
initial quarter got away to a booming start—contracts 
let rose nearly 10% from the like period of 1952, 
a year that saw this nation establish an all-time 
peak of $15.7 billion spent for heavy construction. 
This favorable picture was heightened when Wash- 
ington announced that new construction put in place 
hit a record high of $7 billion in the first quarter of 
1953. The March figure of $2.5 billion was 10% 
above February. 

The construction total for January-February- 
March was a record not only for the amount of money 
spent, but also “for work actually done on new con- 
struction, after allowance for higher costs,” accord- 
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aa ing to Federal offi. 
cials. The $7 billion 
construction total 
compares with $6.6 
billion in the first 
quarter of 1952, a 
6% boost. And 1952 
was a year in which 
recorded contracts set 
all-time highs for 
dollars invested and 
physical volume of 
work started. 

Private construc- 
tion in March rose 
“considerably more 
than seasonally” to 
$1.7 billion and ac. 
counted for the big- 
gest part of the over- 
all gain from Febru- 
ary. The _ increase 
amounted to 9.8%, 
For the whole quart- 
er, private outlays, 
at almost $5 billion, 
were 7% higher than 
the level of a year 
earlier. 

Non-farm private 
residential building, 
at $856 million in 
March, was 12.5% 
above February. 

The $198 million 
volume of private in- 
dustrial building in 
March was 1.5% 
above February, but 
2% below March, 
1952. 

Public construction outlays rose 12% in March 
to $725 million. This rise was less than usual for 
that time of year and reflected a lag in Federal 
contracts after the February order of the Budget 
Bureau to review all construction projects to deter- 
mine their essentiality. 

F. W. Dodge Corp., top specialist in the construc- 
tion industry, finds it has underestimated the poten- 
tial of the burgeoning building business. Its forecasts 
for 1953, laid down in mid-November of 1952, are 
in almost every instance behind actual contracts as 
reported in the first quarter of this year. 

To mention just a few categories, Dodge looked 
for a rise of 3% this year in non-residential construc- 
tion, yet now reports this segment of the industry 
is ahead by 19%. Looking in its crystal ball toward 
the close of 1952, Dodge said total construction, em- 
bracing non-residential, residential, public works 
and utilities, undertaken by private sources would 
drop by 7% this year. It now finds actual contracts 
for this grouping running ahead 16% in the first 
three months. 









High Level of Activity 


Before assaying what the rest of 1953 may hold for 
the industry, it might be well to take a look back. 


The record accomplishment for new construction 
put in place during 1952, totaling $32.3 billion, 
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reflected a continued boom in construction activity 
in all sections of the country. All of the nine major 
geographic divisions reported increased construction 
volume last year and, without exception, each region 
ended the year with the highest annual activity total 
on record. Gains over 1951 ranged from a fractional 
rise in the West South Central region to a 15% 
advance in the South Atlantic states. 

Private building operations for the nation as a 
whole have been sustained at an all-time high plateau 
of $21.7 billion worth of work over the past three 
years. This stability at a new high activity level has 
also been generally characteristic of private con- 
struction trends in the various regions of the country 
over this period, indicating only a minor amount of 
regional shifts in private activity resulting from the 
defense construction program. 

Private residential building activity in 1952 show- 
ed moderate gains in four of the nine geographic 





divisions, notably in the northeast and central re- 
gions. The mild downturn in home-building and 
private non-residential building, evident in the three 
southern regions, was more than offset by the in- 
creased volume of public construction activity in 
these areas. 

Despite a 5% decline to $2.5 billion, California 
continued by a wide margin as the leading state in 
private construction volume. As in previous years, 
a heavy emphasis on home-building was a dominant 
factor there. In that Far Western state, private 
residential building accounted for 62% of all private 
construction operations compared with a private 
residential ratio of 49% for the rest of the country. 

All areas shared in the expanded volume of public 
construction outlays which resulted in the 1952 
increase of 14% to $10.5 billion in the national totals. 
Increased activity in the various regions ranged 
from a 5% gain in the Mountain and Middle Atlantic 





























ee errr SS LSA arene 
Statistical Data on Leading Building Supply Companies 
Earnings Per Share Dividends Per Share Recent Div. Price Range 
1950 1951 1952 1950 1951 1952 Price Yield} 1952-53 

Alpha Portland Cement ..................... $5.59 $4.39 $4.74 $3.00 $3.00 $3.00 50 6.0% 51%- 36% 
American Encaustic Tiling .................... 1.30 1.15 1.05 .50 aa 55 7 78 8%- 6 
American Radiator & S.$. 00... 2.80 2.16 1.78 1.50 1.50 1.25 14 8.9 1634- 133% 
NI icc acas cn caseecapeatvarccscacesicisvcatcaeneen 3.13 3.69 1.54 1.00 1.50 1.50 18 8.3 193%4- 15% 
Certain-teed Products .......... : ee 3.12 2.24 1.50 1.00 1.12% 14 8.0 16%%- 13% 
GCM lhe 25s ana ca cses ssc nde sea cssesscatcnetccescn 6.48 5.81 3.96 2.60 2.60 2.25 33 6.8 38¥e- 285% 
Devoe & Raynolds “A... eee 4.83 3.42 2.49 2.50 2.001 2.00 22 9.1 27V4- 2034 
IRON coisa occ bescc asin -nsupSesesszcassaveecoaas 5.83 4.11 3.61 3.00 3.00 2.50 30 8.3 323%- 27% 
Meets RRINIMN E25 20a e feces cnc ct css acassaveqes 3.53 2.02 1.45 2.75 2.00 2.00 16 12.5 22%4- 16 
PONIIWING occ csscecsscseiscsesececesesiseicen, OEM 7.75 7.14 3.50 4.25 4.25 69 6.1 78%4- 623% 
Lehigh Portland Cement ........................ 3.45 2.90 3.07 1.25 1.20 1.20 31 3.9 34 - 21% 
Lone Star Cement 3.14 3.12 1.66 1.50 1.65 26 6.3 34%4- 23% 
Masonite = 2.81 2.49 1.50 1.50 1.00 22 45 33%2- 2134 
National Gypsum .................:......0:-.00s0000 4.20 3.12 2.84 1.50 1.401 1.401 21 6.6 23.2- 18'2 
Oe LAT ORI etn peri ter perer 5.19 4.63 4.96 2.75 2.50 2.50 42 5.9 45\e- 35 
RCAPReC RESEND 6.64.5 0s, -saccisscatpecarssseccccaex. | OO 2.22 1.00 .60 .60 45 13 3.4 1734- 10% 
Penn-Dixie Cement see 584 4.58 4.44 2.00 2.00 2.00 35 5.7 3912- 23% 
Pittsburgh Plate Glass .. erty 4.64 3.44 4.07 2.50 2.00 2.00 52 3.8 59 - 4234 
Pratt & Lambert ....... ee ee ee 5.94 4.67 4.08 3.00 3.00 3.00 41 7.3 45 - 38 
Ruberoid . coe nce ty fect erery 9.64 7.23 6.19 3.501 3.501 3.501 59 5.9 651%4- 54 
Sherwin-Williams .....0.0.00.0.00000000ccc 7.44 7.23 7.12 3.12%2 3.50 3.50 68 5.1 76%e- 61%2 
UC OTT SS eee nee deo ea 16.70 12.05 11.55 10.00 7.00 7.50 112 6.7 120 -101% 
Walworth ............. Bare. Ae eae. 1.27 1.75 1.21 65 90 55 8 6.9 10%4- 7% 
MEF ROMINA c585 sss Cena vests suécassvaseccscdesee 5.30 4.61 4.77 1.50 2.50 2.50 38 6.5 40'2- 32% 





t—Based on 1952 dividend. 


1_Plus stock. 





Alpha Portland Cement: Construction of large atomic energy plant in 
Company's area expected to increase demand; civilian and military d d 


Masonite: Current price appears to have given recognition to adverse 1952 
el, 1 ry 





cement strong. 


American Encaustic Tiling: Sales and earnings first quarter approximately 
same as last year; profit outlook remainder 1953 depends on future of EPT. 


American Radiator & $.S.: Satisfactory sales comparisons expected this 
year; profit margins squeezed by higher costs; profit gain limited. (See text.) 


Celotex: Avoidance of costly strike that reduced earnings last year should 
reflect higher net this year; yield liberal. 


Certain-Teed Products: Operations new paper mill will aid earnings 1953; 
favorable sales comparisons expected; dividends in 1953 should equal 1952. 


Crane Co.: Planning large scale production titanium 1953; continuation 
diversification program; profits expected to exceed 1952. 


Devoe & Reynolds ‘’A’’: Aggressive research program indicates improve- 
ment — products; development new products adds long term growth 
potentials. 


Flintkote: High level building and industrial activity indicates sales im- 
Provement; expanded operations. Company’s Canadian mines should in- 
crease nef. 


Holland Furnace: Competition intensifying; no improvement earnings ex- 
pected 1953; recently reduced dividend to be maintained. 


Johns-Manville: Improvements principal asbestos mine and production 
Ontario mine will fortify position; further growth anticipated. (See text.) 


Lehigh Portland Cement: Added plant capacity to meet sustained cement 
demand points to higher 1953 sales and earnings. Modest dividend could 
readily be increased. 


Lone Star Cement: Indicated cement demand will require capacity opera- 
tions through 1953, with net running ahead of last year. Affords good 
yield with growth possibilities. 
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develop s. Some improvement likely this year. Stock worth retaining. 
National Gypsum: Expansion program strengthening position in a strong 
gypsum market. 1953 net should improve over 1952. Stock should be held. 
Otis Elevator: Good volume of new business and increased service con- 
tracts point to sustained earnings. Has record as stable earner and 
dividend payer. 
Pabco: New management apparently making progress improving fiscal and 
physical conditions. Passed dividend last November; stock speculative. 
Penn-Dixie Cement: Important cement producer. High level cement demand 
and absence of 1952 labor troubles promises good gains in 1953 net. Stock 
should be held. 
Pittsburgh Plate Glass: Holds strong position in diversified fields. Possesses 
— of operations, earnings and finances. Attractive as long-term 
olding. 
Pratt & Lambert: Well entrenched in the paint industry, with sustained 
earnings record. Small capitalization restricts market activity, but shares 
should be retained for income. 
Ruberoid: A leading roofing materials manufacturer. Good 1953 outlook 
enhanced by broadening markets. Stability of earnings and dividends adds 
attractiveness to shares. 
Sherwin-Williams: World’s largest paint maker with sustained earnings 
records for many years. Stock is of high quality and attractive for income 
and growth. 
U. S$. Gypsum: The gypsum field leader. Strong trade position and low-cost 
raw material reserves make for relatively stable profit margins. (See text.) 
Walworth: Contends with entrenched and other competition. Net this year 
may parallel 1952 results. Stock speculative. 
Yale & Towne: Derives strength from diversification of products. Outlook 
indicates 1953 net duplicating 1952 earnings. Stock is good quality specu- 
lative medium. 
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areas to a 49% jump in the South Atlantic states. 
New regional highs for expenditures on public con- 
struetion projects were recorded for the Middle 
Atlantic, South Atlantic, East South Central, Pacific 
and New England areas. Activity totals in the re- 
maining four regions were exceeded in the peak war 
construction year of 1942. 

Increased highway and school construction, both 
of which were fairly well established geographically, 
were important influences in the 1952 regional gains 
in public construction. Eight of the nine geographic 
divisions showed an increased volume of highway 
construction activity, 1952 over 1951. 

But the most significant area gains resulted from 
greater outlays for direct Federal defense construc- 
tion. The increases over 1951 in the South Atlantic 
and East South Central areas reflected in large 
measure the sharply expanded volume of atomic 
plant expansion in South Carolina and Kentucky. 
Public construction expenditures in South Carolina 
more than tripled in 1952, reflecting peak building 
operations at the Savannah River project. Public 
construction activity in that state amounted to $737 
million last year. This was exceeded only by public 
outlays in California of $945 million and New York, 
$890 million. 

In weighing the outlook for this year it is im- 
portant to make clear that the recent emergence of 
the Atomic Energy Commission as a substantial 
figure in the construction business could distort all 
statistics on the industry. It is well to recall, for 
instance, that last year the step-up in building new 
atomic energy facilities accounted for $2.3 billion of 
the overall total of the construction business. Repeat 
business from this source in any such volume is not 
likely for the current year. ; 


Assaying 1953 Prospects 


To assay 1953 prospects, therefore, it is wise to 
consider the situation with and without the Atomic 
Energy Commission in the picture. With that Federal 
agency included, it appears that the total volume of 
new contracts may not quite approach the dizzy 
heights of the preceding year. The atomic segment 
excluded, all other contracts should turn in a sub- 
stantial rise over 1952. 

Without equivocation, 1953 will be a boom year. 

A source close to the industry early this year fore- 
cast lowered activity for public housing, possibly as 
much as 17%, as the curtain was rung down on the 
New Deal. This estimate must be revised since Albert 
Cole, Federal Housing Administrator, came along in 
the closing days of March to recommend that Con- 
gress appropriate funds for 35,000 public housing 
units for the fiscal year beginning July 1—the same 
number authorized for the current year. It was the 
first positive indication of the new Administration’s 
attitude toward public housing. Oddly, Mr. Cole, 
when in Congress, was a strong foe of public 
housing. 

Complicating the situation is the recent move by 
the House Appropriations Committee to knock out 
public housing projects from the budget. This, how- 
ever, is a challenge which private industry is glad 
to meet. 

Contract awards from state and municipal govern- 
ments have outstripped 1952. For the first three 
months of this year, total awards were approxi- 
mately one-third higher than in the like period of 


168 





—<$—$—$— 








Comprehensive Statistics Comparing the Position oj 





American 





Radiator 

Figures are in million dollars, & Crane 

except where otherwise stated. Ss. S. Co. 
CAPITALIZATION: 
Long Term Debt (Stated Value) . Af $20.0 
Preferred Stock (Stated Value) ..... 4.3 $14.0 
No. of Com)mon Shares Out. (000) 10,043 2.360 
Total Capitalization ......................... $74.6 $93.0 
INCOME ACCOUNT: Fiscal Yr. ended 12/31/52 12/31/52 
votre eae a AO ee en SCR ae $277.1 $319.2 
Dep., Depletion, Amortization, etc. $4.1 $5.0 
Income Taxes . $12.0 $7.9 
Interest Charges ese ; 
Balance for Common $17.8 $9.3 
Operating Margin 9.7% 5.2% 
Net Profit Margin sites 5.9% 3.1% 
Percent Earned on Invested Capital 10.7% 6.3% 
Earned Per Common Share* $1.78 $3.96 
BALANCE SHEET: Fiscal Year Ended 12/31/52 12/31/52 
Cash and Marketable Securities $30.1 $33.0 
Inventories, Net .. ee. $62.1 $72.6 
Receivables, Net $24.8 $36.8 
Current Assets . pe ehiaccas $117.1 $142.5 
Current Liabilities $28.3 $24.2 
Net Current Assets $88.8 $118.3 
Fixed Assets, Net $66.3 $57.7 
Total Assets $198.5 $204.3 
Cash Assets Per Share $3.00 $14.00 


Current Ratio 4.1 5.9 


Inventories as Percent of Sales 22.4% 22.0% 
Inventories as % of Current Assets 53.1% 50.9% 
Total Surplus $94.5 $83.5 








(*)Data on dividend, current price of stock and yields on 
supplementary table on preceding page. 








1952. Sewerage, highway and bridge construction 
account in large measure for this increase. 
Federal contract awards showed a little more 
strength in the closing weeks of the first quarter, 
but awards for the period were 6% behind 1952. 


It is difficult to measure accurately the size of the 
boom in public works, although the big business 
apparently will be in highways and bridges. State 
highway budgets indicate a rise of as much as 10% 
in combined highway and bridge contracts on the 
free system while toll-highway budgets are up more 
than threefold. Since there is little chance that all 
of these scores of budgets will be translated into 
contracts this year, estimates of the bulge are ex- 
ceedingly risky. Nevertheless, it will be considerable. 

Sewerage work would appear to be in for its 
greatest year, while building of schools and airports 
should advance at least 5%. 

The greatest gains this year are in private work, 
where awards are about 16% ahead of last year. 
Industrial building, mass housing and commercial 
building all show large increases in contract volume. 
Incidentally, the sharpest gains this year well may 
come in commercial building, an activity that has 
been severely hobbled in recent years by controls. 
As for industrial building, including power plants, 
“guesstimates” are it will equal or even be a shade 
livelier than 1952. 


An important segment of the construction business _ 
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Leading Building Supply Companies 








Lehigh Yale 
Flintkote Johns- Portland National Otis U. S & 
Co. Manville Cement Gypsum Elevator Gypsum Towne 
$4.9 $4.6 Sree See $12.8 
$9.0 10.0 $7.8 
1,260 3,166 1.901 2.394 1.983 1.599 616 
$34.9 $62.8 $47.5 $37.4 $25.0 $39.8 $28.2 
12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 
$84.0 $244.7 $53.6 $99.1 $100.9 $184.9 $89.0 
$2.7 $6.8 $3.6 $3.8 $.9 $4.9 $1.3 
$4.9 $17.1 $7.3 $12.2 $7.3 $27.3 $2.7 
$.1 $.7 $ 4 
$5.5 $22.6 $5.8 $6.8 $9.9 $19.4 $2.9 
11.9% 8.5% 24.1% 19.0% 13.2% 23.7% 5.8% 
5.7% 9.2% 10.9% 7.3% 9.8% 10.2% 3.3% 
8.6% 16.5% 9.8% 10.9% 16.4% 11.6% 7.5% 
$3.61 $7.14 $3.07 $2.84 $4.96 $11.55 $4.77 
12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 
$18.0 $11.1 $5.0 $15.9 $18.9 $80.6 $3.2 
$8.9 $24.2 $10.9 $15.0 $25.6 $15.6 $28.6 
$8.4 $26.3 $2.0 $10.7 $15.1 $18.3 $12.4 
$35.4 $61.7 $18.0 $41.7 $62.7 $114.6 $44.9 
$10.5 $33.8 $10.5 $5.6 $17.1 $39.7 $13.3 
$24.9 $27.9 $7.5 $36.1 $45.6 $74.9 $31.6 
$32.9 $82.3 $50.6 $52.3 $9.8 $85.0 $19.5 
$71.9 $124.1 $69.7 $100.6 $82.7 $202.9 $65.4 
$14.28 $3.51 $2.63 $6.65 $9.54 $5.00 $5.19 
3.3 1.8 1.7 7.4 3.6 2.8 3.3 
10.0% 9.8% 20.3% 15.1% 25.3% 8.4% 32.1% 
25.1% 39.2% 60.9% 35.9% 40.8% 13.6% 63.7% 
$26.5 $78.3 $11.6 $53.5 $35.3 $123.4 $23.8 














—the building of one and two-family dwellings—does 
not lend itself to extended forecasts in an age when 
the trend of the American economy is decided in 
Moscow rather than Main Street. Thus, a Long 
Island Rail Road commuter, residing in a Brooklyn 
apartment, told a fellow-worker en route to work in 
an aircraft plant on Long Island. 


Signposts Along the Road 


“With all this talk of peace and reports that Wash- 
ington may alter the defense program, I don’t know 
where I stand. One thing is sure—I’m no longer in- 
terested in buying a house on the Island. I’m staying 
put. If my wife wants a coat, that’s all right—we 
have the cash. But none of this committing ourselves 
to a 20-year mortgage for a home, or even a 30-month 
obligation for a car.” 

The business of selling shelter to individual 
families showed slight signs of slackening even be- 
fore Moscow became imbued with the desire for 
“peace.” Toward the close of 1952 a Michigan con- 
tractor reported his house sales were lagging 30% 
behind the preceding year. Around New York City 
new-house sales slumped 10%. At the same time in 
St. Louis a realty company put the decline there at 
10% to 15%. This general sluggishness was noted 
after the Government, in mid-September, removed 
Its “emergency” controls on borrowing to purchase 
dwellings. 


MAY 2, 1953 


A signpost along the road is the slide in prices 
(as much as 15%) of old houses from the Spring 
of 1952. The number of such houses now on the 
market is up sharply (as much as 30%) from a year 
ago. And, despite lower prices, it generally takes 
longer to sell these dwellings. Two basic causes of 
the dip are the vast numbers built in the post-war 
period and the tightening of mortgage credit. In 
the years 1946 to 1952 inclusive, builders erected 
well over 7 million dwelling units against 3,100,000 
started in the seven year (1935 to 1951) before the 
war. Another million dwellings is in sight for 1953. 

Tightening credit, however, probably is an even 
bigger hurdle. Many leaders are unwilling to make 
4% Veterans Administration-insured and 414% 
Federal Housing Administration-insured loans. Most 
prefer to make the conventional mortgage loan, car- 
rying an interest rate of 414% to 514%. This type 
usually provides a shorter repayment period and 
larger down payment—formidable obstacles in thou- 
sands of instances. 

Curiously, the young prefabricated housing busi- 
ness has come through its best winter to date. Na- 
tional Homes Corp., which accounts for more than 
20% of industry-wide volume, shipped 4,365 units 
in the five months ended March 31—a rise of 28.5% 
from the corresponding period a year earlier. Ship- 
ments in the first six days of April were up 34% 
from 1952. 


This report is backed (Please twrn to page 191) 
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Five Stocks 
With Unusually 


Stable Earnings 


By OUR STAFF 


I n a period of unsettlement in the security 
markets such as has occurred in recent weeks, many 
investors prefer to concentrate their holdings in the 
higher-grade issues with long records of stability in 
earnings, dividends and finances. As such issues have 


proven their worth in periods of depression as well- 


as in times of prosperity, they naturally afford a 
degree of protection considerably above the average 
for stocks. 

While a number of such issues is currently avail- 
able, the difficulty is that many offer a yield not 
much greater than that obtainable on comparable 
quality bonds or preferred stocks. As such, they are 
not attractive to the ordinary investor in search of 
as high a yield as possible, compatible with safety. 
However, certain issues may be found with attractive 
yields and yet of a quality equal to that obtainable 
in those usually selling on a low-yield basis. 

We have selected five such issues, all quite familiar 
to investors, and which have exceedingly long records 
of sustained dividend payments. The yields on these 
selections vary from 5% to 7/1%, making them un- 
usually attractive. Although possibilities for appre- 
ciation in these issues are admittedly limited, they 
are by no means non-existent. However, this feature 
is secondary to the income obtainable. Investment 
in these issues, therefore, should be considered pri- 
marily from the viewpoint of yield rather than from 
that of appreciation. 

As the accompanying “thumb nail” analyses in- 
dicate, all five companies have exceptional records 
as stable earners over the year, embracing all kinds 
of general business conditions. On the basis of their 
records, their solidity seems fairly well assured and, 
for this reason, they recommend themselves as in- 
vestment media. For those investors in a position 
to do so, it is suggested that a “package” purchase 
of the five stocks might be desirable. This would 
afford a good degree of diversification. Pertinent 
statistical information is included with the analyses. 
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AMERICAN CHICLE COMPANY 


BUSINESS: The second largest chewing gum manufacturer, marketing its 
products under such popular brand names as Adams “Chiclets’”’, “Clove” 
and “Black Jack”, as also “‘Beeman’s” pepsin gum, and “Dentyne’. Other 
products are “Sen Sen” and “Clorets”, in two forms, a chlorophyll gum 
and a chlorophyll mint. 


OUTLOOK: According to the findings from a four-year study of the “Psycho- 
Dynamics of Chewing” it was determined that people chewing gum exerted 
more energy, experienced less tension, suffered less fatigue and developed 
greater powers of concentration. The chewers of gum may not be aware of 
these beneficial results nor for that matter interested, being totally satisfied 
with the pleasure they derive from the long-lasting, delightful flavors of 
this healthful and inexpensive confection that can be bought for as little 
as a cent and hardly ever more than 5 cents for several days supply. More- 
over, the popular brands of chewing gum have more retail outlets than 
probably any other commodity with sales constantly increasing year after 
year. This is evidenced in the growth of American Chicle which, because of 
its solid foothold as a gum manufacturer, has reported a fairly consistent 
rise in sales, the 1952 volume setting a record high of $47.8 million, 
exclusive of sales of foreign subsidiaries subject to severe exchange restric. 
tions, a gain in 5 years of approximately $9 million or 23.8% when sales 
included those of all foreign subsidiaries. In keeping with this record of 
growth is the record of earnings in years of general business recessions as 
well as in years of general prosperity. Last year’s net profit of $4,099,675, 
equal to $3.16 a share, compared with $3.7 million, or $2.89 a share in 
1951, and sustained the continuity of earnings that for the last quarter of a 
century, at least, have provided ample dividend coverage in every year. 
With the introduction of “Clorets” last year, backed by extensive promotion 
effort, the company added strength to its position and enhanced its prospects 
for 1953 and the future. 


DIVIDENDS: Payments, inaugurated in 1899, lapsed in 1917-18 and in 
1921-25. Since then the dividend record has been unbroken. The current rate 
is $2.50 yearly. 


MARKET ACTION: Recent price of 45%, compares with a 1952-53 price 
range of High—507%, Low—42%. At current price the yield is 5.5%. 


COMPARATIVE BALANCE SHEET ITEMS 














December 31 

1942 1952 Change 
ASSETS (000 omitted) 
ci) i er .$ 1916 $ 3,593 4$ 1,67 
Marketable Securities ; 261 300 486+ ~~ 68,039 
Receivables, Net ... iE 2,410 + 411 
Inventories o.oo... 10,269 12,756 + 2,487 
TOTAL CURRENT ASSETS . ae 4,445 27,059 + 12,614 
2). ~ "aes one 2,333 4,640 + 307 
Investments ....... mn 1,362 + 1,326 
Other Assets ..... a 931 1,497 + 566 
PEEL 2 Ose | RO NR ES ee $17,745 $34,558  +$ 16,813 
LIABILITIES 
PORN IRN IIMEIND 5 255c05<-,s0 sense sassestenossepneczévere $ 572 $ 1,354 +$ 782 
Bank Loans—fgn. countries . ais 030 017 + 013 
/ 22) ei i ais eee 301 1,260 4+ 959 
Tax Reserve ................... 3,543 1646 I ie 
TOTAL CURRENT LIABIL 4,446 8,277 + 3,831 
a eae 940 1,357 + 417 
Other Liabilitie oll - — onl 
Common Stock x 4,375 4,328 —_ 047 
OS eee - 7,973 20,596 + 12,623 
TOTAL LIABILITIES ... .. $ 17,745 $ 34,558 +$ 16,813 
WORKING CAPITAL . w $ 9,999 $ 18,782 +$ 8,78 
MITE PIN vse ceisessecosscssssscrssssrsassacessensooses 3.2 3.3 + al 
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—+-——Isubsid. Pfd. Stocks: $17,904,300 — 00+ — eee Ee ; Fiscal Year: Lop eee Sees a 
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AMERICAN TELEPHONE & TELEGRAPH COMPANY THE BORDEN COMPANY 
BUSINESS: Ranking as the world’s largest commercial enterprise American BUSINESS: One of the two largest processors of fluid milk and other dairy 


Tel. & Tel., operates the vast Bell telephone network, is the leading manu- 
facturer of telephone equipment, and its laboratories are leaders in the 
field of communications technology, their research work opening up new 
and promising fields. 


OUTLOOK: The history of A. T. & T., from its inception 76 years ago is 
one of constant growth. The telephone, regarded as a luxury in the early 
days, in more recent years, has come to be recognized as essential equip- 
ment in even the remotest rural areas. In the last seven years, the Bell 
System has expanded from 22,445,519 telephones in operation to 39,413,889 
at the close of 1952, an increase of almost 17 million, and representing 
approximately 82% of all the ‘phones in the country. Along with this growth 
is the progress in raising efficiency of ‘phone service and in extending its 
relay and coaxial cable systems that are capable of carrying, simultaneously, 
hundreds of telephone messages as well as television programs. At the end 
of 1952, long distance TV channels served 114 stations in 71 cities, bringing 
network programs to more than 90 million people. Total operating revenues 
of the company and its principal telephone subsidiaries in 1952 again 
scored a record high at $4,039 million, a gain of $400 million over 1951. 
During the year total net plant value of the System, including other invest- 
ments, increased by more than $800 million to $9,272 million. Capital out- 
lays for expansion were aided by sale in 1952 of $498.6 million of 12-year, 
34%debentures convertible into common stock at $136 a share. By the end 
of the year about half of the issue had been converted. Consolidated net 
earnings last year, on the greater number of shares outstanding, amounted 
to $11.45 a share, as compared with $11.76 in the year previous, sustaining 
the company’s stable earnings record and placing it in a premier position 
as the country’s leading utility system. 


DIVIDENDS: The current is the 53rd consecutive year of dividend payments. 
The prevailing $9 annual rate was established in 1922 and has been 
maintained ever since. 


MARKET ACTION: Recent price of 155%, compares with a 1952-53 price 
tange of High—1613¢, Low—1537%. At current price the yield is 5.7%. 


COMPARATIVE BALANCE SHEET ITEMS 









products, including ice cream and cheeses. Other products are instant coffee, 
soy bean oil and meal and animal feeds. Its chemical division produces 
casein and other types of glues, formaldehyde, hexamethyl-enetetramine, 
and liquid resins. 


OUTLOOK: The Borden Co., long an important factor in the dairy field—the 
original business being started in 1857—in addition to being well entrenched 
as a processor and marketer of dairy products has, in recent years, through 
acquisitions and research developed other food products such as Borden’s 
instant coffee, Klim powdered whole milk, instant chocolate and the newest, 
fastest-growing item, ‘’Starlac’ a “nonfat dry milk” that has, in a relatively 
short space of time, developed a sound market which is believed to have a 
vast potential. Parallelling the success of that product has been the growth 
in sales of its instant coffee. Practically all of these products available in 
retail food outlets across the country and in sections of Canada, are also 
sold in quantities to bakers, confectioners, food manufacturers and distribu- 
tors, and large institutions. The line of products also includes evaporated 
and condensed milk, ““None Such” mince meat, once a seasonal but now an 
all-year round seller, and powdered citrus fruit juices. Borden has pushed 
the expansion of its chemical division with good results, the products of 
this division being currently in high demand. Capacities of established plants 
have been increased, and two additional plants, completed last year, have 
gone into operation. Net sales of the company in 1952 climbed to $768 
million, a gain of more than $45 million over 1951, and approximately 
$140 million greater than in 1950. Net earnings last year were equal to 
$4.11 a share, as compared with $4.20 in 1951. Price controls and their 
inequitable administration, penalized operations in the milk and soy bean 
meal and oil divisions, particularly. With these restrictions lifted and sales 
volume continuing to expand 1953 outlook is highly favorable. 


DIVIDENDS: The company boasts an unbroken dividend record since 1899. 
Dividends are now being paid at the rate of $2.80 a share annually. 


MARKET ACTION: Recent price of 5512, compares with a 1952-53 price 
range of High—58, Low—49%. At recent price the yield is 5.0%. 


COMPARATIVE BALANCE SHEET ITEMS 


















December 31 
1942 1952 Change 

ASSETS (000 omitted) 
REE cena $ 60,391 $ 103,747 +$ 43,356 
Temporary Cash Invest. 158,258 689,843 + 531,585 
Receivable, Net ............ 177,276 462,997 + 285,721 
Materials & Supplies 58,449 127,866 + 69,417 
TOTAL CURRENT. ASSETS 454,698 1,384,453 + 929,755 
Telephone Plant . 11,974,508 -+ 6,677,850 
Investments ......... 561,027 + 264,661 
Other Assets 77,356 + 32,381 
TOTAL ASSETS $13,997,344 +$7,904,647 
LIABILITIES 
TOTAL CURRENT LIABILITIES .............. $ 408,505 $ 1,161,231 4+$ 752,726 

iation Reserve .............. 1,560,216 3,262,996 + 1,702,780 
Other Liabilities .... 9,241 14,890 + 5,649 

Term Debt .... 1,499,055 3,804,889 + 2,305,834 
Preferred Stock (Subsid. 17,904 17, _ 
Common Stock ooo... eccseccccssecseese 2,138,654 4,948,769 z 2,810,115 
Common Stock (Subsid. Cos.) 88,588 161,259 72,671 

IT 370, 625,406 254,872 

TOTAL LIABILITIES . $6,092,697 $13,997,344 Ts; 904,647 
WORKING CAPITAL 46,193 223,222 +$ 77,029 
COMMENT RATIO «sss. esccscccsses-- 1 a +t a 
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December 31 
1942 1952 Change 

ASSETS (000 omitted) 
Cash 5 RNS aware Et, ry $ * — +s at 
ee a Sasi acco ccccerecaereereneesaeterse y ‘i 
Inventories ............... 28,847 81 ‘378 + 53,031 
TOTAL CURRENT ASSETS 77,657 156,040 + 78,383 
Net Property 68,964 117,763 + 48,799 
Investments 3,165 10,032 + 6,867 
Other Assets 1,018 2,014 on 996 
IGUAL ASGENS ........:.....:..... $150,804 $285,849 +$135,045 
LIABILITIES 
Me DOO o.oo cece * 13,227 $ 28,441 +$ 15,214 
RN 20 acs. socsssemnankccussse-cse 3,854 8,740 + 4,886 
Tax Reserv = 2,201 2,938 4+ 737 
TOTAL CURRENT LIABILITIES - 19,282 40,119 + 20,837 
Reserves eae 17,293 9,968 — 7,325 
Other Liabilities ....... 378 - — 378 
Long Term Debt . 10,998 58,750 + 47,752 
Common Stock .... 65,650 66,269 + 619 
Surplus ne 37,203 110,743 + 73,540 
Ts RI 5 cscs csasaceecseseceenssstnaes $150,804 $285,849 +$135,045 
WII CI occ cusses cacossdscasasncasences $ 58,375 $115,921 +$ 57,546 
I osc cacasceecsctencczcscccenastecen 4 3.8 _ a 
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ee Seer variety Chain Stores t a —— | eae a =r Chain Stores — HY 
== 
ae —t 
a ae eas 
— aE a 
t tte Long Term Debt: $3/511 00- 
as pot Shs Cap Stk: 5,517,872 - $10 par——{— 
Can ee a Fiscal Year: pec. 31 
Tr — a 
te ott ——_t- + 
ase i 
t 
=o ones BS Spores 
‘ THOUSANDS OF SHARES +f = 
Eee tE | THOUSANDS OF SHARES i =} } " 
a } i i ae ue 
T = z z 
ATTY AM Trim pal ' 
1942 1943, 1944 | — , ee 1947 1948 1949 1950 1951 1952 1953 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 
1.81 1.89 2.00 | 2.21 5.15 4.76 4.97 | 4.14 4.47 3.53 |E3.50 earn) 1.45 | 1.54 1.77 1.90 3.98 | 3.77 3.95 3.28 | 3.57 2.70 
1.25 1.25 1.25 | 1.50 1.87 2.37%} 2.50 | 2.50 2.50 2.50 | 2.50 ow./} 1.15 | 1.20 1.20 1.25 2.50 | 2.25 2.50 2.30 | 2.25 2.00 
7.6 8.3 8.5 | 9.9 10.6 16.0 17.1 | 18.1 17.7 18.5 | 17.4 |Wkg Cap $ Mill 40.6 | 45.8 50.2 58.8 67.1 | 73.1 75.7 73.5 | 69.6 65.1 
























































H. L. GREEN COMPANY, INC. 


BUSINESS: Together with subsidiaries, the H. L. Green Co., operates a 
chain of 141 retail outlets in 30 states and the District of Columbia, and 
81 units in 9 Canadian provinces. 


OUTLOOK: Although generally regarded as one of the variety store groups, 
the company holds an advantageous position by reason of its chain of 
Canadian units from which it is benefitting from the tax advantage and 
the industrial development of the Dominion. Its position is further srength- 
ened by diversification of operations provided through about 16 retail out- 
lets falling within the classification of junior department stores specializing 
in women’s wear and accessories. These units, while restricted in size by 
policy have proven profitable, management evidently preferring to expand 
activity through its chain of variety stores handling a wide assortment of 
popular items and catering to the needs of the vast army of people in both 
Canada and the U. S., making up the lower- and middle-income groups. 
In carrying out this program, management policy has been to dispose of 
least desirable stores, modernize and improve established units and open 
or relocate stores in more profitable areas. Total expenditures last year 
for expansion amounted to $3,265,000. Plans for the current year call 
for the modernization and improvement of two units in this country and 
seven in Canada, and the opening of three new stores in as many Canadian 
provinces, including Ontario where, through its wholly-owned subsidiary, 
Metropolitan Stores, Ltd., it is already operating 42 stores. Consolidated 
net sales for 1952, amounted to $106.8 million, the third consecutive year 
in which sales exceeded the $100 million mark, producing per share net 
of $3.28, compared with $3.53 in 1951 and $4.47 in 1950. The decline 
reflected higher costs and depreciation charges resulting from the substan- 
tial outlays for modernization and improvement, the benefits of which, 
together with indicated improved 1953 sales, should be recorded in this 
year’s net profit. 


DIVIDENDS: Has paid dividends regularly for 18 years. Distributed 100% 
stock dividend in 1947, and cash payments in 1951 and 1952 were $2.50 
a share. 

MARKET ACTION: Recent price of 35, compares with a 1952-53 price range 
of High—41%, Low—34%. At current price the yield is 7.1%. 


COMPARATIVE BALANCE SHEET ITEMS 





January 31 
1953 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities ............. $ 3,054 $ 5,449 +$ 2,395 
Receivables, Net ....... 758 386 -- 372 
Inventories 9,714 17,152 + 7,438 
TOTAL CURRENT ASSETS suai 13,526 22,987 + 9,461 
Net Property ; ; 5,745 20,114 + 14,369 
Investments ; : 2,337 053 — 2,284 
Other Assets es Prtisatass 965 2,191 + 1,226 
TOTAL ASSETS $ 22,573 $ 45,345 +$ 22, ‘772 
LIABILITIES 
Accounts papas $ 1,503 $ 1,969 +$ 466 
og : saa sinegass rk citar ireniasviieiste 1,720 2,783 + 1,063 
Tax Res 3 ae 1,974 753 — 1,221 
TOTAL ‘CURRENT | LIABILITIES ..... EN 5,197 5,504 + 307 
Reserves . ests saiaatebeutae 500 eg = 500 
Long Term TSS ECR ER Eo BR 742 — 4715 
— Stock . he siesSetepcxsss 1,196 + 598 

rplus ere 37,903 + 27,082 
TOTAL LIABILITIES .......... $ 45,345 +$ 22,772 
MEIN GRPITAL. ..........05000.ccssceessoescereseose .$ 8,329 $ 17,483 4$ 9,154 
CURRENT RATIO... cheapest 2.6 4.1 + 15 
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S. S. KRESGE COMPANY 


BUSINESS: Ranks as one of the largest companies in the variety field, oper. 
ating a chain of 695 retail stores in the United States and Canada selling 
a broad assortment of merchandise in popular price brackets, and catering 
to everyday needs of the individual and the average household. 


OUTLOOK: Since inception of the business in 1899, S. S. Kresge Co., ha 
moved steadily ahead with its era of greatest progress being record in the 
last ten years as evidenced by growth in consolidated sales from $20 
million in 1943 to 1952's record high of $326.4 million, a gain of 58.4%. 
This growth must be attributed to merchandising policies rather than to 
added links to the company’s retail store chain. Ar a matter of fact, the 695 
stores now in operation compares with 716 at the end of 1943. With few 
exceptions every unit in today’s chain is of modern design, and the excep 
tions are being brought up-to-date as quickly as possible. New units are 
being added only after the most careful consideration of the value oi 
locations. The development of suburban shopping centers in the last few 
years is opening up new opportunities, however, which Kresge is capitallr 
ing. For example, it opened 11 new stores in such centers in 1952, and 
plans to add 17 more units this year, enlarge 7 stores already established, 
totally rehabilitate 2 older units and expand the number of air condi 
tioned stores by the installation of air conditioning equipment in 38. Since 
the end of World War II, the company has opened 60 new stores, and it 
capital expenditures for this purpose and for modernization totals $6 
million. Supporting the efficiency of its stores is a model warehousing systen 
centrally located to supply these units quickly and at lowest transportation 
costs. Net earnings in 1952 of $2.56 a share, compared with $2.70 for the 
year before, the decline reflecting higher income taxes and costs. Competi- 
tive conditions may be keener this year but the 1953 outlook is favorable 
for continued sales growth and improved earnings. 

DIVIDENDS: Holders of the common stock have received dividends for 37 
consecutive years. Payments at this time are at the rate of 50 cents quar 
terly. 

MARKET ACTION: Recent price of 352, compares with a 1952-53 pric 
range of High—39%, Low—34. At current price the yield is 5.6%. 


COMPARATIVE BALANCE SHEET ITEMS 









December 31 

942 1952 Change 
aos (000 omitted) 
eats hall lm eke ae cue $27,015 $35,601 +$ 858 
Marketable Securities nae Dearne 12,824 15,795 + 29 
Receivables, Net ........... Aton ot anew 470 830 + @ 
Inventories .......... 2 ou. 26,660 48,124 + 24 
TOTAL CURRENT ASSETS ersten eal 66,969 100,350 + 33,3! 
SES Ss RES fete . 77,798 111.377, + 335 
ae ae ie eR ema 223 245 + w@ 
Other Assets oo... ees genee 4,886 4917 + @ 
WTAE. WSSETS oon ecccscscossccs cose $149,876 $216,889 +$ 67,015 
LIABILITIES 
Curr. Debt Mature .... : Be hess ae = $ 088 +$ @ 
Accounts Payable ener eke are 1,211 «+ «(5a 
Accruals 0... Ba Seer Pt 6,272 10,693 + 4ll 
Tax Rese e cu. 14,447 14322 — Js 
TOTAL CURRENT LIABILITIES ~~ 26,589 36, + 9% 
Saeees ee . 7,015 4,362 — 248 
Long Term Debt ................... - 1,022 3,146 + 210 
Common Stock 55,179 55,179 ei 
i Ses ee ,071 117, ae SrA | 
TOTAL LIABILITIS | $149,876 $216,889 +$ 670! 
WORKING CAPITAL . .. $ 40,380 Hf +§ 23,68 
MORIA TRIO enna sscsosssesececosssidocasssesrsoviece 2.5 + 3 
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By RICHARD COLSTON 


us United Carbon and Columbian Carbon 
companies are developing into increasingly larger 
natural gas and petroleum producers appears to be 
a logical outgrowth of their manufacture of carbon 
black, a field in which both have been and continue 
to be leaders. Both are making substantial expendi- 
tures for expanding production and exploiting poten- 
tial gas and oil acreage with considerable success. 
The question is naturally raised as to which of the 
two has the greater potential as an oil and gas 
producer. 

As manufacturers of carbon black, a product 
derived from the incomplete combustion of natural 
gas, Columbian and United have built records of 
consistent growth, the latter paying dividends for 
21 consecutive years and Columbian, along with its 
for 387 years. 

Carbon black is an essential 


Comparative Analysis of... 


Columbian Carbon— 


United Carbon 
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rubber requirements of 
this country and other 
parts of the free world in 
1953 will be greater than 

last year’s with the rubber industry taking consider- 
ably more carbon black than in 1952. 

Both companies have further diversified operations 
by utilizing their production of carbon black in the 
manufacture of printing inks. In this field, Colum- 
bian is out in front. Its ink manufacturing subsidi- 
aries have developed sizable markets among pub- 
lishers of nationally known magazines as well as to 
printing establishments. Ink sales in the last five or 
six years have accounted for approximately $10 
million of Columbian’s total yearly sales. It has only 
been within the last three years that United went 
into the business of ink manufacture with the acqui- 
sition of (Please turn to page 188) 











ingredient in the manufacture of 
rubber products, particularly au- 
tomobile tires, synthetic and 
natural, the rubber industry tak- 
ing from 90 to 95% of the na- 
tion’s output. Total demand last 
year was just under 1,500 mil- 
lion pounds of which United 
supplied 242.2 million and Col- 
umbian 294.6 million pounds, as 
compared with 1951 sales of 
United at 274. 8 million and 333.2 
million pounds by Columbian. 

While restoration of competi- 
tive capacity across the sea, plus 
agreater dollar shortage abroad, 
reduced export sales, an impor- 
tant factor in cutting U.S. con- 
sumption of carbon black under 
the 1951 figure was the protract- 
ed steel strike last summer, caus- 
ing a drop in automobile produc- 
tion and curtailment in output of 
tires, inner tubes and other auto- 
motive rubber goods. Not much 
change is likely so far as Euro- 
pean conditions are concerned, 
but indications are that total 
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Comparative Statistical Summary—2 Leading Carbon Black Producers 





United Carbon Co. Columbian Carbon Co. 





CAPITALIZATION: as of 





_  —————————————————————————— 


12/31/52 12/31/51 12/31/52 12/31/51 
Long term debt $2,000,000 $7,195,339 $2,592,168 
Preferred stock sees oe ; ; : 
Common stock (number of shares) 795,770 795,770 1,612,218 1,612,218 
Net sales (000 omitted) 
Carbon black $ 15,615 $18,628 $ 20,792 $ 23,656 
Ink Bot ne (a) (a) 10,817 10,505 
Natural gas & oil : 12,592 12,340 8,929 8,285 
Gasoline & butane 3,255 3,282 
Other products 2,415 2,412 4,164 4,278 
Total sales $ 30,624 $33,381 $ 47,958 50,008 
Net sales per share .. ie $ 3848 $41.94 $ 29.74 31.01 
Operating earnings (000 omitted) $ 9,349 $10,611 $ 7,149 $ 10,428 
Operating margin .. 30.5% 31.7% 14.9% 20.8% 
Net income (000 omitted) $ 3,597 $3,645 $ 4,336 $ 5,469 
Net profit margin 11.74% 10.91% 9.03% 10.93% 
Net per share ... ; ; $ 452 $ 458 $ 269 $ 3.39 
Dividend ..... P et sea 2.50 2.50 2.00 2.25 
Total amount per share earned (1947-52) $ 24.81 $ 21.37 
Total amount per share paid out (1947-52)... 12.60 12.50 
Total amount per share retained (1947-52) 12.21 8.87 
Recent price EE RTE 55% 48 
Dividend yield on 1952 dividend 4.5% 4.1% 
Price-earnings ratio (to 1952 net) 12.2 17.8 





(a)—Combined with ‘Other products.” 
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By JOHN D. C. WELDON 


Y nvestors in the so-called marginal companies 
have especial reason for concern as to the dependa- 
bility of their dividends in view of the persistent 
decline in earnings of many companies in this group 
in the past year or two. Indeed, there have already 
been quite a number of dividend casualties among 
such issues. 

Marginal companies have particularly difficult 
conditions to overcome in a period of increasing 
competition as their control over costs is limited at 
a time when sales are falling. This necessarily pro- 
duces an unfortunate effect on the profit margin 
which has a way of shrinking much more rapidly 
than in the case of the stronger concerns with their 
better established markets. Translated into earnings, 
this can produce extreme fluctuations within a com- 
paratively brief period. 

It is for this reason that the stock of marginal 
companies normally are unsatisfactory holdings dur- 
ing a period of increasing competition such as we 
are about to enter. As a rule, they should be avoided 
where new investments are contemplated or disposed 
of if the investor is oppressed by too great a feeling 
of insecurity over the future of these holdings. 


Variations in Types 


Marginal companies vary considerably in their 
fundamental characteristics. Some are marginal be- 
cause they represent industries that are essentially 
cyclical, a handicap which is magnified by their 
normally high operating costs so that they are able 
to show a satisfactory rate of earnings only in excep- 
tional periods of prosperity. 

Other companies, though of the marginal class, 
have strong financial positions by virtue of having 
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followed conservative dividend policies in period 
of large earnings. Such companies have taken ad¢. 
vantage of their surpluses to modernize their plants 
and increase their operating efficiency and thus are 
enabled to contend more satisfactorily with competi. 
tive conditions. 

It follows therefore that the marginal companies, 
as is true of other classes, must be appraised on the 
basis of individual standing and performance if the 
investor is to be able to obtain a useful view of the 
company’s position and prospects. 


Divergent Earnings Trends 


This is particularly true at the present time 
The recent improvement in business conditions has 
tended to strengthen the position of some of the better 
placed companies in the marginal group while others 
continue to lag, due to one or a combination of rea 
sons. Naturally, it is advisable for the investor to 
learn which of his marginal stocks, if any, are 
represented in an improving position and which are 
more or less dormant or losing ground. Doubt as to 
continuation of current dividend rates on some issues 
in the latter group has already been raised. This is 
evident by the prevailing high yields on these stocks, 
indicating that prudence may dictate a lowering of 
dividends in some instances or the elimination of 
payments, for the time being, at least. Contrariwise, 
the more strongly entrenched of the marginal com: 
panies, having good fiscal liquidity and experiencing 
improved operating conditions as a result of in 
creased efficiency, the lifting of price controls or 
more favorable market conditions, should be able at 
least to hold to current dividend rates. 

In order to assist our readers interested in stocks 
of marginal companies, we present on the adjoining 
page, a compilation on certain issues in the group. 
The table, containing 20 stocks, embodies essential 
statistical data pertaining to the issues mentioned 
and provides a basis of appraisal that should be of 
value with regard to other comparable stocks it | 
which our subscribers may be interested. We call | 
attention particularly to the comments incorporated 
into the table. 
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Stocks With Declining Profit-Margins 

















Net Profit Margin Earnings Per Share —— Dividends Per Share —— 
1950 = 1951 1952 1950 1951 1952 1950 1951 1952 COMMENTS 
American Colortype .................. 4.5 3.7 2.4 $3.83 $3.42 $2.21 $1.80 $1.40 $1.10 Keener competition has narrowed profit 


margin. Anticipated high sales volume 
and new press equipment expected te pull 
net above 1952 level. May be retained. 





American Safety Razor .............. 7.8 4.1 2.9 1.00 .60 41 25 .50 .50 High costs and severe competition vitiat- | 
ing earnings strength. Need for aggres- 
sive promotion efforts expensive. Stock 
speculative. 





hh teed... Seen ter ee Ont .4 7 4.9 52 i { . 1, 4 ; Improved civilian business and new plant 

aedmenen bi “ a —_ am - ” = facilities brightens 1953 outlook. First 
quarter net 62c versus 58¢ year ago. 
Stock may be retained. 











Bohn Aluminum & Brass ............ 44 3.0 1.6 3.37 2.72 1.66 ¥.23 1.75 1.251 Should benefit from new plants and lift- 
ing of price controls. First quarter net 
69c, against 50c year ago. May be 
retained. 


Brunswick-Balke-Collender ..|.... 8.1 4.8 2.6 5.08 217 1.32 2.50 1.25 1.00 Better outlook for bowling equipment 
sales. Diversification by manufacturing 


folding chairs and partitions should help. 
Stock speculative. 




















eae RUN COS csscnscaievessecosstevtece 11.4 63 49 7.71 486 283 3.901 1.12% 2.50 Smaller 1953 sales volume indicated. 

Some uncertainty as to current dividend 
which market seems ot have discounted. 
Stock in uncertain position. 
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Cudahy Packing ......0.......0..000... 2 (d)1.2 ‘1.67 58 (d)4.87 fr Re, Better by-broduct prices and likelihood of 
stabilized meat market may improve 
1953 earnings. Stock speculative. Divi- 
dend remote. 

° I d steel supplies should rmit 
eriods Follansbee Steel Saeeee LGN 5.4 2.8 4.37 4.20 1.83 1.50 2.00 1.25 balanced pl wn revitalizing’ 1953 
on ad. earning power. Current dividend 25c¢ 

quarterly. Stock speculative but worth 
plants retaining. 
US are General Bronze ....................000... 7.0 64 46 507 404 3.26 1.501 1.20 1.50 Higher first quarter 1953 sales and earn- 
mpeti- ings indicated. Improved outlook reflected 
in better market tone, warranting stock 
retention. 
ANNES, | || General Tire 102 66 50 827 5.48 4.08 3.301 3.001 2.50 Sizable defense backlog and good civil- 
on the ian business no longer subject to price 
é controls should lift 1953 net. Dividend 
if the should be amply covered. Steck specula- 
tive but may be retaine 
of the : : . 
International Shoe ..................... 5.5 4.0 3.8 3.22 2.61 2.44 2.55 2.40 2.40 Sales volume gain since late 1952 pres- 
ages ood through 





most of 1953, with better coverage for 
current dividend. Stock in uncertain posi- 































































































tion. 
* Pecavuawiacieiaes A * 3 A a 2 H .87) ¥ Competition narrowing profit margins. 
time lambert Company 9.0 6.7 55 2.94 2.45 2.20 1.50 1.87% 1.50 eae aaa _ a a 
h Dividend should be covered. Stock in 
by ite uncertain position. 
Detter 4 mae © ean, rere > pea 
i i i Ree Sactecate 5 A 4 q . if 4 Hl Confronted by keener competiti Anti- 
others Minneapolis-Moline Co 9.2 5.8 48 8. 03 5.30 4.31 1.20 1.60 1.60 daeaet ore alg coger me 
f rate as indicated by current high yield. 
tT rea- Stock speculative. 
tor to Motor Wheel 0, 7.38 3898.75.46 3.50 = 3.07, 3.20 = 2.00 ~— 2.00» More liberal steel supply should benefit 
y, are diversified operations, increasing divi- 
ch are dend aaa Sound finances but stock 
speculative. 
> as to a eee Coase ; 
- i eee ; : f ‘ 7 ’ j i 601 Increased defen tput and d 
issues Mullins Mfg : 9.1 79 6.6 4.39 3.53 2.63 1.55 1.95 1.60 ciuilion +c sama a oy Ae. ly 
“his i 1952 level, and maintain conservative 
: wt dividend. Stock may be retained. 
stocks Nash-Kelvinator cose 67 40 35 664 3.74 290 2.85 2.00 2.00 !mproved 1953 net indicated by st 
ing of up _ — better household fon oe 
, market and new Pp ve 
ion of sotck but worth retaining. 
aa National Distillers 6.8 53 25 3.45 2.87 1.13 2.00 2.00 1.75 _ Distilling business still in doldrums. Long- 
com: term prospects are in growing industrial 
ne} chemical activity. Some uncertainty as to 
e-: current 25¢ quarterly dividend. 
Is 7 Quaker Oats Co. 5.1 3.2 2.7 3.12 2.23 1.85 1.68 1.26 1.30 Slight gain in first half net to $1. 20 — 
ear ago. ain 
ble at quarterly dividend raised to 35¢c. Stock a 
Rh "| Uwij=ta. < = = =e 78 276 190 240 To benefit from improved steel situation 
stocks am iy ae + 7 475 3. ” 2 - bid ae 200 and increased Bros sir demand better- 
inin ing 1952 net. Should show ample divi- 
ning dend coverage. Speculative but may be 
rroup. retained. 
ential Safeway Stores 12 5 4 484 2.26 2.01 2.40 2.40 2.40 First 1953 12 weeks’ net 79c¢ share vs. 
tioned 46c year ago. Recent store expansion 
b f should aid earnings. Worth retaining. 
e 0 
ks in | Acoueieataanie 
e call | (d)—Deficit. 1_Plus stock. 
rated 
_ oe aoe: enn samen ee 
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The sensational advance in both aircraft 
and airline industries is one of the mar- 
vels of American technology. This article 
describes the essential factors behind the 
present high level of activity 
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Fp rospects for the aircraft industry— 
manufacturing and transportation—are inextricably 
linked with the nation’s military preparedness pro- 
gram. Although the rise and fall of peace hopes 
cannot fail to have a major influence on government 
orders for planes and equipment, there is little doubt 
but that huge sums will be spent on research and 
development of all types of military aircraft as well 
as guided missiles and other modern weapons. More- 
over, even in the event of an armistice in Korea, 
there is little likelihood of a sharp curtailment in 
aircraft manufacturing in the foreseeable future. 

Growth is assured in transportation also. Govern- 
ment regulatory agencies, well aware of the necessity 
for stimulating a sound expansion of the country’s 
air arm as a measure of national defense, may be 
expected to encourage extension of civilian airlines. 
Careful supervision aimed at keeping air transpor- 
tation systems in a strong financial position may be 
regarded as part of the complete picture. Technical 
progress also is being encouraged by the military 
authorities in a steady expansion of the Air Force. 
A high rate of industrial activity contributes to 
prosperity of the airlines. 


The outlook for the near term of these two 
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The Aircrafts 


and Airline: 


By STANLEY DEVLIN 











branches of a vital industry will be discussed in this 
article. Problems involved in the vast military pre 
parations relating to effects on the nation’s econom 
will be mentioned in outlining manufacturig activ 
ties, while sigificant developments affecting tht 
growth of air travel will be discussed in the seconi 
part of the article. Economic factors having a bear. 
ing on corporate earnings, such as taxes, contrat! 
renegotiations, wages, mail rates, etc., also desert 
consideration. Several leading companies in eat! 
branch of the industry will be discussed in som: 
detail as illustrations for guidance of investors i 
terested in stocks representing the industry. Com 
prehensive tabulations of relevant statistics at 
presented to supplment the observations and to pre. 
vide information relating to companies not discusse 
in detail. 

The manufacturing side of the industry is mor 
intimately identified with military preparednes 
than transportation activities. Accordingly al! 


change in plans at the Pentagon would have a greatet § 
impact on companies engaged in producing plane) 


engines, instruments and spare parts than thos 
serving the traveling public. Comments on the owt 
look for aircraft makers are based on the assump 
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tion that, although peace prospects may become 
increasingly important in the international scheme, 
actual curtailment of production in aircraft manu- 
facturing plants will not be undertaken for many 
months at the earliest. Accordingly, we shall assume 
that so far as operating results are concerned peace 
overtures are unlikely to have any significant effect 
this year. 


ee, —_—— 


Statistical Data and Comments on Leading Aircraft and Airline Companies 


Psychologically, of course, a cessation of hostilities 
in the Far East and proposals for a worldwide 
disarmament agreement could have enormous im- 
pacts on investors’ ideas of market values; but this 
question will be discussed at another point in this 
article. For the moment, we are concerned primarily 
with fundamental economic factors governing pro- 
duction, shipments, research and development, tran- 






































Earnings Per Share Dividends Per Share Recent Div. Price Range 
1950 1951 1952 1950 1951 1952 Price Yield 1952-53 
Beech Aircraft ; ren ie $ 1.23 $ 2.82 $ .80 $ .80 $ 1.05 13 8.0% 1634-12 
MVM 204 55 ss sa vores <a-teeseeastcecieesic 1.69 2.19 3.46 .87'2 1.12% 1.50 22 6.9 267-1434 
Boeing Airplane : : 6.67 4.40 8.67 3.00 3.00 3.001 40 7.5 4812-2918 
Cessna Aircraft .32 1.14 1.59 .20 40 .50 8 6.2 912- 512 
Consol. Vultee Aircraft 4.36 3.27 4.39 1.001 1.40 1.75 19 9.2 2234-1612 
Curtiss-Wright ‘ 77 Py. 1.02 1.00 1.00 .60 8 7.5 10 - 7% 
Douglas Aircraft tnt et 6.01 5.76 8.99 3.12% 3.50 3.75 62 6.0 724-52 
Fairchild Cam. & Inst. 22. 1.39 76 1.82 Br 25 25 25 1.0 2834-22 
Fairchild Eng. & Air. : 1.34 .96 1.36 .60 .40 .60 8 7.5 10%- 534 
Grumman Air. Eng. 3.12 2.73 2.67 2.00 2.00 2.00 22 9.1 315%4-21% 
Lockheed Aircraft 2.94 2.32 3.61 1.50 1.10 1.20 22 5.4 2614-16% 
Martin (Glenn L.) 2.76 (d)19.55 3.03 14 18%- 8% 
McDonnell Aircraft 4.13 4.83 4.49 1.00 1.00 1.00 19 $3 2412-1612 
North Amer. Aviation 2.35 1.87 2.28 1.25 1.25 1.25 16 7.8 2012-15 
Northrop Aircraft (d) .09 6.62 3.82 .50 1.001! 14 7.1 1832-1012 
Piper Aircraft (d) .27 58 41 2 3%- 2 
Republic Aviation 2.13 2.65 7.32 .50 1.00 1.251 23 5.4 27 -12% 
Ryan Aeronautical 1.61 1.02 2.23 .20 .40 .50 14 3.5 16% 9 
Solar Aircraft 2.29 2.55 2.37 .60 .80 1.00 18 5.5 213%4-16¥8 
United Aircraft 3.74 4.06 5.18 2.00 2.001 2.00 33 6.0 40%4-28 
+—Based on 1952 dividend. (d)—Deficit. 1_Plus stock. 
——_———Earnings Per Share ———— Dividends Per Share ————— Recent Div. Price Range 
1950 1951 1952 1950 1951 1952 Price ‘Yield 1952-53 
American Airlines $ 1.39 $ 1.42 $ 1.72 $ 25 $ .50 $ .50 13 3.8% 1634-12% 
Braniff Airways ...... 1.19 1.10 21 25 .50 9 14%4- 9 
Capitol Airlines . 2.20 2.26 1.80 11 1634- 97% 
Chicago & Southern Air Lines 1.68 2.22 2.63 .50 65 75 22 3.4 2314-11 Ve 
Eastern Air Lines 2.19 3.02 3.43 25 .50 50 25 2.0 2356-22 
National Airlines : 56 2.59 2.05 .50 .50 13 3.8 16%-11'2 
Northwest Airlines (d) .22 1.64 1.45 12 1634-11% 
Pan Amer. World Airways .66 1.07 1.05! .50 .50 .50 10 5.0 12-9 
Trans World Airlines ; 2.94 3.18 2.30 17 2758-147% 
United Air Lines 2.90 3.58 4.03 75 1.50 1.50 28 5.3 3276-2456 
Western Air Lines Pat 1.43 2.53 1.72 .50 .60 11 5.4 1558- 934 
t—Based on 1952 dividend. (d)—Deficit. 1_Estimated. 








Beech Aircraft: Prominent light plane manufacturer; defense orders pri- 
mary trainers; new plane production; increased dividend. 

Bell Aircraft: Major manufacturer helicopters; increased use war area; 
half-billion backlog orders; earnings higher; dividend covered. 

Boeing Aircraft: High earnings; lapse EPT beneficial; excellent yield; divi- 
dend well covered; new defense contract reconnaissance bomber. Sound 
long-term position. 

Cessna Aircraft: Light plane manufacturer; 75 million defense orders; 
some improvement earnings; yield fair; highly speculative. 

Consol. Vultee Aircraft: Increased earnings and further improvement first 
quarter; General Dynamics to acquire control from Atlas Corporation; 
dividend secure. 

Curtiss-Wright: Leading manufacturer aeronautical equipment; low earn- 
ings; one billion defense orders; constant change airplane design restricts 
profits. 

Douglas Aircraft: Top aircraft manufacturer; high earnings; lapse EPT highly 
beneficial; good dividend well covered; two billion back-log orders. Sound 
long-term position. 

Fairchild Camera & Instrument: Producer airplane cameras, misc. equip- 
ment; 60 million defense orders; earnings higher; new products important 
factor; dividend prospects satisfactory. 

Fairchild Eng. & Airplane: Some improvement in earnings; over $300 mil- 
lion unfilled orders; sales almost double 1951 but profit margin narrow. 
Grumann Aircraft: Foremost producer Navy planes; 200 million defense 
orders, but recent contract cancellation; earnings steady, dividend covered. 
lockheed Aircraft: Prominent airplane manufacturer; over one and a half 
billion back-log orders; recent stock split; increased earnings; excellent 
trade positions. 

Martin (Glenn L): Large deficit 1951 but good earnings 1952; 650 million 
back-log orders; no dividend; fair prospects; highly speculative. 

McDonnell Aircraft: Manufacturer jet engines; new test laboratory recently 
completed; 460 million back-log orders; earnings good; dividend covered. 
North Am. Aviation: Manufacturer military planes; over one billion defense 
orders; earnings steady; dividend covered; fair yield. Largely dependent 
military business. 

Northrup Aircraft: Manufacturer military aircraft; excellent engineering 
record; over half billion back-log orders; earnings sharply higher. Largely 
di t military busi 
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Piper Aircraft: Small plane manufacturer; civilian plane back-log 841 units; 
——- rise to 10 units daily; low earnings; dividend doubtful. Specu- 
ative. 

Republic Aviation: Manufacturer thunderjets; earnings much higher 1952; 
one billion back-iog defense orders; new contract with General Motors. 
Long-range position improved. 

Ryan Aeronautical: Manufacturer key airplane elements; 80 million back- 
log orders; earnings 1952 higher; further improvement Ist quarter; dividend 
well covered. 

Solar Aircraft: Producer jet and piston type aircraft engine parts; convertible 
pfd stock called; dividend increased; also extra declared. Among better 
placed issues. 

United Aircraft: Manufacturer airplane engines and parts; also jet engines; 
mostly dependent military business; higher earnings; good prospects. 
Among sounder companies. 

American Airlines: Largest in industry; good increase earnings 1952; pros- 
pects good this year; developing along sound lines; dividend well covered. 
Braniff Airways: Lower earnings may be offset by large back mail pay- 
ment readjustment arrearages South American route; dividend doubtful. 
Capital Airlines: Earnings steady; short haul route limits growth; petition | 
pending re cancellation rate inquiry; no dividends. 

Chicago & Southern Air: Increased earnngs; growth prospects; proposed 
merger with Delta Airlines; new service opened recently. 

Eastern Airlines: Earnings show good rate increase; conservative manage- 
ment; proposed merger Colonial Airlines opposed by CAB; dividend secure. 
National Airlines: Higher earnings; CAB recommended approval merger 
with Colonial Airlines; growth prospects good. 

Northwest Airlines: Fair growth prospects; earnings largely dependent mail 
contracts; application for trans-Pacific route pending. 

Pan Amer. World Air: Medium earnings; new low fare tourist rates to 
Middle East started April; yield fair. 

Trans World Airlines: Lower earnings 1952; first quarter 1953 substantially 
higher; new hangar authorized St. Louis; heavy fixed charges limit profits. 
United Airlines: Steady increase earnings; new terminal facilities Chicago; 
modification DC-4 coaches expected completed this year; dividend covered. 
Western Airlines: Earnings largely dependent mail contracts; recently pur- 
chased 3 additional DC-6 luxury airliners from Douglas; growth prospects 
but yield small. 
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Comprehensive Statistics Comparing the Position of Leading 
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Consolidated North 

Figures are in millions, Boeing Vultee Douglas Lockheed American United 

except where otherwise noted Airplane Aircraft Aircraft Aircraft Aviation Aircraft 
CAPIALIZATION: 
EesmnGy TUNED SIE BREDA CNB) ooo elie Gs | CaO” tC“—i‘ eS 
Preferred Stock (Stated Value) 000.0000. cette nett eee more os $24.8 
Number of Common Shares Outstanding (000)......... 1,623 2,376 1,200 2,512 3,435 3,192 
TOTAL CAPITALIZATION oooooooooooo.oooocecccccccceececeeeees $35.2 $2.3 $30.0 $2.5 $3.4 $40.8 
INCOME ACCOUNT: For Fiscal Year Ended..............._ 12/31/52 11/30/52 11/30/52 12/31/52 9/30/52 12/31/52 
Net Sales .......... $739.0 $390.9 $522.6 $438.1 $315.2 $667.7 
OEMIRNIOID css cseseangessdencsiisexeniteanuivosssecascaselicuskices $1.6 $1.6 $3.0 $2.8 $2.7 $11.5 
Emcome Taxes ooo... ccccccecesccceecececcecsssceeesseees $35.7 $8.5 $22.8 $8.4 $12.5 $33.6 
Interest Charges 200000000... ccccococccccecceceeccececeeeseee. $.9 $1.7 $1.3 $1.8 $1.2 
Balance for Common ooo coco coccceceeees $14.0 $10.4 $10.7 $9.0 $7.8 $16.5 
Operating Margit o.oo coococccoccceeecceen 6.7% 4.6% 6.5% 4.0% 6.2% 7.6% 
Net Profit Margin ooo. cccccccccccccceseceeeeee 1.9% 2.6% 2.0% 2.0% 2.5% 2.6% 
Percent Earned on Invested Capital. ................... 20.8% 21.6% 12.3% 14.6% 13.6% 12.5% 
Earned Per Common Share*..... en. $8.67 $4.39 $8.99 $3.61 $2.28 $5.18 
BALANCE SHEET: As of ooo oocccoceeee eens 12/31/52 11/30/52 11/30/52 12/31/52 9/30/52 12/31/52 
Cash and Marketable Securities... $25.3 $20.1 $35.3 $49.3 $12.1 $39.6 
imventories, Net ............0....000..ccs0cccsseccsccosecscesseesscou ens $80.7 1 $49.71 $98.9 $77.7 $87.9 $101.0 
Receivables, Net $20.2 $3.1 $35.0 $56.0 $4.0 $45.9 
Current Assets 200i eoeeeeeee $163.4 $137.2 $210.0 $187.5 $157.3 $187.6 
Current Liabilities 0, $113.4 $104.0 $160.7 $154.4 $118.9 $119.9 
Net Current Assets $50.0 $33.2 $49.3 $33.1 $38.4 $67.7 
Fixed Assets, Net $16.5 $9.5 $31.0 $25.9 $17.0 $72.7 
Total Assets .. palettes $180.9 $152.1 $248.4 $223.4 $176.3 $265.8 
Cash Assets, Per Share $15.58 $8.46 $29.41 $19.64 $3.52 $12.41 
Current Ratio............. : 1.4 1.3 1.3 1.2 1.3 1.6 
Inventories as Percent of Sales 10.9% 1 12.7% 1 19.0% 20.7% 27.9% 15.1% 
Inventories as Percent of Current Assets 49.3% 1 $36.2% 1 47.1% 41.4% 55.9% 53.8% 
Total Surplus $32.3 $45.6 $57.7 $59.3 $54.0 $101.4 





*—Data on dividend, current price of stock and yields on 
supplementary table on preceding page. 


1—Includes work completed, in process and unbilled. 








sition to jets from reciprocating engines and possi- 
bilities of emphasis on pilotless planes in military 
combat. 

In appraising the outlook for companies dependent 
so largely on a single customer—in this instance, 
Uncle Sam—one must take into account the possi- 
bility of developments which would threaten a sharp 
reduction in orders. Presently, leading manufac- 
turers have on hand unfilled orders sufficient to keep 
their plants operating at capacity for the next three 
years at the rate prevailing in 1952. Contracts with 
military procurement agencies permit the govern- 
ment to cancel commitments at any time—subject, 
of course, to provisions for compensating the manu- 
facturer for work already in process so as to safe- 
guard businessmen against losses. 


Appropriations and Expenditures 


It must be remembered that, insofar as aircraft 
production is concerned, there is quite a difference 
between “expenditures” and “appropriations,” since 
airplanes are never built in the same year in which 
they are ordered. 

Expenditures are the actual dollars put out for 
airplanes delivered in a given fiscal year; appropri- 
ations are dollars authorized to be spent in a later 
fiscal year for airplanes ordered during a given 
fiscal year. 

This may sound like a quibbling differentiation, 
but it is vital to the aircraft industry today. The 
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impact of a cut in expenditures will be far greater 
than a cut in appropriations, for this reason: 

Let’s say that in the fiscal year 1952 the Air Force 
was appropriated enough money to buy 500 North 
American F-86 interceptors, to be delivered during 
fiscal 1954. The cost of those 500 planes would be 
included in 1954 expenditures. Now, however, let’s 
assume that Air Force expenditures for 1954 are cut 
across the board 10% and there will only be enough 
money allocated to buy 450 F-86’s. Meanwhile, North 
American has been working on the planes for two 
years and is programming 500 planes. What hap 
pens to the extra 50? The only thing the Air Force 
can do is move them back into the following fiscal 
year by slowing up deliveries. But maybe the Air 
Force has programmed another 500 for purchase in 
fiscal 1955, based on 1953 appropriations. These 
planes again would have to be moved back, and there 
would ensue a complete stretchout all along the line, 
with the result that a large number of airplanes on 
the tail end of the program would be eliminated 
completely, because by the time they would be deliv- 
ered under the stretched-out schedule they would 
be obsolete. 

A cut in fiscal 1954 appropriations, on the other 
hand, will not be too drastic under current defense 
policy. It appears that there definitely will be a cut 
in appropriations, but Defense Department policy at 
the moment is to go ahead with the authorized 143- 
wing Air Force strength and maintain the current 
target date (Jan. 1, 1956). Priority will go to the 
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Aircraft and Airline Companies 








Eastern Trans- United 
American Air National World Air 
Airlines Lines Airlines Airlines Lines 
$30.0 $38.0 $3.0 $23.2 $10.1 
$40.0 ee $22.0 
6.467 2,478 1,000 3,329 2,463 
$76.4 $42.0 $4.0 $39.9 $66.7 
12/31/52 12/31/52 /30/52 12/31/52 12/31/52 
$187.3 $118.5 $28.2 $160.7 $159.0 
$15.9 $12.5 $1.3 $17.0 $13.4 
$13.6 $9.3 $1.8 $6.0 $12.1 
$.2 $.8 $.1 $1.9 $1.0 
$11.1 $8.5 $2.0 $7.6 $10.0 
14.1% 13.2% 12.0% 9.2% 18.1% 
6.6% 7.1% 7.2% 4.7% 8.0% 
14.8% 18.3% 19.7% 14.8% 12.6% 
$1.72 $3.43 $2.05 $2.30 $4.03 
12/31/52 12/31/52 6/30/52 12/31/52 12/31/52 
$54.7 $37.9 $9.6 $30.6 $43.3 
$1.7 ene: $.4 $1.9 $2.0 
$25.8 $11.8 $2.4 $15.5 $20.2 
$82.3 $49.7 $12.4 $48.1 $65.7 
$43.3 $30.0 $7.8 $46.9 $46.4 
$39.0 $19.7 $4.6 $1.2 $19.3 
$57.7 $65.5 $6.9 $92.5 $81.5 
$158.1 $117.5 $22.2 $145.3 $153.3 
$8.48 $15.29 $9.60 $9.21 $17.60 
1.9 1.6 1.6 1.0 1.4 
$37.8 $43.4 $9.4 $35.0 $37.8 
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126 combat wings, and there may be same stretchout 
of deliveries for the 17 transport wings. The appro- 
priations cut can be made by (a) eliminating some 
border-line types of aircraft and concentrating on 
improved models (and fewer of them) and (b) 
knocking out some of the “second-source” plants 
which the last Administration set up as insurance 
against an emergency demand for all-out production. 
If the appropriations cut is more drastic than now 
expected, it can still be achieved without too terrible 
an effect on aircraft production, by again stretching 
out the 143-wing attainment date. 

Thus, the difference is this: a cut in expenditures 
will completely disrupt current production sched- 
ules; a cut in appropriations, unless unexpectedly 
large, will not disrupt the overall program, although 
it may hurt specific manufacturers. Both types of 
cut are under consideration. 


Production at New High Level 


Despite delays in some programs resulting from 
modifications in design to take into consideration 
tesults of experiences on the Korean battlefront, pro- 
duction of aircraft has steadily expanded. In the 
absence of official figures, it is estimated that mili- 
tary planes are being produced at the rate of 12,000 
0 14,000 annually and that the rate may exceed 
15,000 units a year by Jan. 1954. Production of mili- 
tary planes probably exceeded 9,000 last year, or 


1 


amost double the 1951 output, while an additional 
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3,000 or 3,500 light personal planes are estimated to 
have been manufactured last year. Commercial trans- 
ports delivered to the airlines are believed to have 
numbered about 400. The total value of production 
of the principal companies approximated $4.5 billion, 
compared with slightly more than $2.5 billion in 
1951, an increase of more than 75 per cent. 

With attainment of a higher rate of production, 
notably in heavier craft, industry deliveries of 
planes and equipment appear destined to reach new 
peacetime heights this year. Despite the prospect for 
tightening of regulations governing profits on gov- 
ernment contracts, especially if excess profits taxes 
expire at the end of June, there would seem reason 
for anticipating larger earnings on 1953 business. 
Shipments of the leading manufacturers may in- 
crease 50 to 75 per cent and, even allowing for a 
relatively low ratio of net income to sales, earnings 
could expand proportionately. 

The ratio of net to sales has been low (about 2 
percent in the last two years) and might be per- 
mitted to rise moderately on the theory that slightly 
wider margins would be permissible in peace time 
than under wartime conditions. The average return 
in 1943 was 2.2 per cent, while in the next two years 
the ratio dropped to 1.7 and 1.8 per cent, respectively. 
Some observers are optimistic enough to think that 
after excess profits taxes have ended, the govern- 
ment authorities may permit the ratio on net income 
to rise as high as 3 or 4 per cent of sales. Realists 
asume, however, that price redetermination and re- 
negotiation still will keep profits on military con- 
tracts at levels not much higher than have prevailed 
recently. 

Any slackening in production of fighter craft 
would permit the major companies to speed up 
deliveries of commercial planes. The airlines are 
pressing for a greater number of larger and faster 
planes to handle increasing traffic and to permit the 
adoption of operating economies. Moreover, com- 
mercial transport companies already are looking into 
the possibility of jet powered liners for civilian use. 
These may come into operation in the next five years, 
paving the way for an extensive replacement pro- 
gram. War or peace, the largest companies such as 
Boeing, Douglas and United Aircraft appear des- 
tined to have all the business they can handle for a 
long time to come. 

For those interested in longer-term prospects, 
comments on the three companies below will be of 
interest: 

Boeing Airplane, one of the leading manufac- 
turers of military planes, fills an important niche in 
the defense program. The company is concentrating 
on bombers and military transports and is prepar- 
ing to engage in full scale production of the B-52 
heavy jet bombers. Preparations have been made 
for development of a large jet transport for com- 
mercial applications. Indications point to a further 
enlargement of shipments this year, suggesting that 
earnings may top last year’s record $8.67 a share. 
Net profit in 1951 amounted to $4.40 a share. Op- 
timists appear hopeful of a higher dividend than the 
$3 paid in 1952 and, barring an increase in develop- 
ment expenses, payments may be raised modestly. 
The fact that a 50 per cent stock dividend was dis- 
tributed in May last year has encouraged hope of 
another melon. Unfilled orders recently approxi- 
mated $1,500 million. 

Douglas Aircraft, long (Please turn to page 190) 
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April making a dime by speculating ofthe averages, however, can have sug: 
At best, it will take some time purely for a summer rise are considerable general] significance | whi 
for the market to digest the shock reat, regardless of the statistics after a protracted bull market. | buy 
of the “peace-scare” sell-off, and cited. The sensible aim must be to If previous major highs cannot sug 
to venture on the upward side buy at a reaction level. In May? be topped in July or August, the | sup) 
for more than limited, if not Or in June? How are you going chances are strong that the mar- | leve 
minor, rallies. So it is about as to guess the reaction low? What ket will go importantly lower be- 
probable as anything in the mar- Stocks are you going to buy? A fore it goes importantly higher. } Stoc 
ket can be that April will go into Summer rise in the average might Thus, the absence of a summer Ir 
the record as a month of net de- leave them unmoved or almost so. rise in 1946 was followed by a } held 
cline for the Dow industrial aver- Are you going to sell in July, or sharp fall, starting in late August. | pres 
age. That would make 28 Aprils 1 August? If in either, how are Unless present doubtful senti- Can 
with a net decline in the long his- you going to guess the high of the ment on later-1953 business poten- Stor 
tory of the average, against 29 Summer rise? Finally, 1953 might tials changes materially for the Bar! 
Aprils which brought some net De another exception to the rule of better, a summer rise could in- | lumi 
gain. a July-or-August upward bias, duce selling by hung-up_ bulls Can, 
there having been eight previous anxious to see losses reduced; and Tob: 
May ones. Conclusion: (1) Don’t gam- its failure to develop could dictate | Tob: 
May has a slightly better his- ble; and (2) if you insist on doing both loss-taking and profit-taking | ‘on: 
torical record than April—not S° you might just about as well by suggesting probability of ma- Firs 
enough so to indicate any sig- bet on a horse race as on “the terially lower prices ahead. Mon 
nificant seasonal bias. It has a summer rise” that aes ye 
cs “eg rokers like to talk about. ay 
oe bi wick: eneaingind The market sell-off has takenits | whic 
q li in 26 Th dd * tae ‘ Test heaviest toll generally in stock | ash: 
ign cect scoot le se ai rie} The July-August performance groups which had been over- 
apply to June. It has brought prpemeernesneeeemnen — eeeemenaiil = 
gains in the average in 29 years, 
net declines in 27. On average, INCREASES SHOWN IN RECENT EARNINGS REPORTS 
there is a seasonal upward ten- 1953 1952 Ke 
dency in July by odds of 37 to 19 Du Mont (Allen B.) Lab. 20.0... cece 12 weeks Mar. 22 $ .39 $ .03 Me 
‘ oa Hag il igo aan Walker (01.) Geederhem & Worts .......... Feb. 28 Quar. 1.54 9 * 
oning by side of 41 bis’ 14. If you Republic Pictures Pee siira estan .. 13 weeks Jan, 24 .13 05 Atl 
figure “the summer rise” from Western Union Telegraph Co. .................... 2 months Feb. 28 .69 a Ea: 
the May 30 closing level to the Oklahoma Natural Gas ............................. 12 months Feb. 28 3.46 2.34 Un 
best level reached within either Denver & Rio Grande Western ................ 2 mos. Feb. 28 4.07 1.77 | fF No 
roe “4 Fre a we cll General Telephone System ........................ 2 mos. Feb, 28 78 51 Dre 
gree ‘a 19 he of the leat 21 waate Chicago, R. 1. & Pac. RR. ooo 2 mos. Feb. 28 2.74 1.97 An 
and in 47 out of the last 56 vears. New York Central R.R. oo. 2 mos. Feb. 28 59 18 Spe 
It has averaged about 914%. SouthermRallwey <2. 6<5..626sacsnckecaaieescnteee 2 mos. Feb. 28 3.30 162) ee 
Sounds good—but the odds against ee 
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pulled or which have a war-baby 
favor or in which earnings have 
turned materially for the worse. 
Among groups which have had 
larger-than-average declines are 
aircraft, automobiles, rails, cop- 
pers, farm equipment, metal fab- 
ricating radio-video, textiles and 
tires. Groups which have held up 
relatively well are mainly those in 
the defensive-stock class, or in 
which earnings are making an ex- 
ceptionally good showing, or 
which had long done little or 
nothing, resulting in the absence 
of profits to take, or which had 
been sold out prior to the latest 
decline. Among these assorted 
classes are utilities, soft drinks, 
confectionery, baking, containers, 
gold mining, floor coverings, ma- 
chinery, printing and publishing, 
radio broadcasting, natural gas, 
railroad equipment (long a do- 
little unappealing group), food 
brands, food stores, variety stores, 
fnance companies, shipping, 
shoes, soaps, movies, tobacco and 
sugar—the latter a deflated group 
which, due to the British deal to 
buy 1,000,000 tons of Cuban 
sugar, materially cutting over- 
supply, may have seen its worst 
level earlier. 


Stocks 

Individual stocks which have 
held up well under general-market 
pressure to date include American 
Can, Armstrong Cork, American 
Stores, Anderson-Prichard Oil, 
Barber Oil, Clinton Foods, Co- 
lumbia Broadcasting, Continental 
Can, Corn Products, American 
Tobacco, Lowenstein, Reynolds 
Tobacco, Eastman Kodak, Na- 
tional Lead, Liggett & Myers, 
First National Stores, Grant and 
Montgomery Ward. Among the 
low-priced stocks which have met 
good support are Hilton Hotels, 
which we have cited here before 
as having a promising outlook es- 
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pecially in management of for- 
eign hotels catering to American 
tourists; Pepsi-Cola, which has 
turned the corner with the soft 
drink field but in which per-share 
earnings gains figure to be mod- 
erate; also, in the recreation field, 
Decca Records, Warner Brothers 
and American Broadcasting- 
Paramount. For the latter three 
profit revival of any importance 
is ‘iffy’. 

Freeport Sulphur 


With an earning power around 
$3 a share under optimum condi- 
tions for sulphur, which already 
figures to be in more ample supply 
from here on, selling at 4834, 
which is close to recent all-time 
high of 5134, and yielding less 
than 4.1% on a $2 dividend basis, 
Freeport Sulphur is not cheap as 
a sulphur stock. However, “some- 
thing new has been added’. The 
company recently announced dis- 
covery of a major new deposit of 
good-grade nickel ore at Moa Bay, 
Cuba, some 500 miles east of 
Havana. It will build a pilot plant 
to recover nickel and cobalt; and 
build a commercial plant later on. 
Capacity of the latter is tenta- 
tively planned at 30 million pounds 
of nickel a year, equal to about 
15% of U. 8. consumption at the 
present rate, and 3 million pounds 
of cobalt. Both are shortage met- 
als, comparatively speaking. The 
plant may be in operation some 
time in 1955, maybe later. Earn- 
ings from the company’s find are 
rather distant; also impossible to 
forecast. 


Deflated 


U. S. Shoe machinery sagged 
to a low of 3514 last year, and is 
at 38 now, compared with bear- 
market lows of 4214 in 1949, 
4514 in 1941, 5014 in 1938 and 
213, in 1932. The stock made 
highs of 85% in 1929, 9614 in 


SE ——————————————— 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 

.... Feb. 28 Quar. $1.43 $1.90 
Feb. 28 Quar. 44 -68 

2 mos. Feb. 28 -46 1.28 

. 2 mos. Feb. 28 2.76 3.67 
. 12 mos. Feb. 28 1.78 3.12 
53 weeks Jan. 3 2.11 3.24 

2 mos. Feb. 28 49 76 

.. Jan. 31 Quar. 47 1.03 
. 6mos. Jan. 31 2.38 3.52 
24 weeks Feb. 14 15 52 





1937 and 84% in 1946. Its best 
price in comparatively recent 
years was 5214 in 1949. The 1949- 
1953 bull market passed it by 
mainly because of a Federal anti- 
trust suit. The lower-court deci- 
sion, even though now appealed, 
was a good deal more favorable 
to the company than it might 
have been. It continues as an 
entity, instead of being broken up 
into three separate companies. 
It can continue to lease its ma- 
chines, subject to some modifica- 
tion in contracts, but customers 
are given the right to buy them. 
Few will, because of the expense. 
There is profit for the company, 
whether it leases machines or 
sells some. The court ordered it 
to give up handling shoe findings 
and accessories. These have added 
little to earnings anyway. United 
Shoe Machinery has paid con- 
tinuous and liberal dividends since 
1905. The present $2.50 rate, paid 
for the last four years and in the 
depression year 1932, is the lowest 
in the modern history of the com- 
pany. In many years $3.50 to $4 
was paid. Reflecting strong finan- 
ces and static capital needs, divi- 
dends moderately exceeded earn- 
ings in some years, the latest be- 
ing 1951 with net of $2.36 a share, 
down from $3.43 in 1950. Net for 
1952 (fiscal year ended February 
28, 1953) is believed to have ap- 
proximated the dividend. The 
stock is widely held by New Eng- 
land investors. Buyers are not 
likely to get hurt in it at 38, for 
a yield close to 6.7%; and might 
well make some money at a slow 
pace. For instance, at no annual 
high since 1937 and through 1952 
did the stock sell less than 19% 
above its present price. In none 
of the three years 1947-1949 was 
the high less than 36% above the 
present level. From 1937 through 
1946 the lowest high (63 in 1942) 
was nearly 66% above the present 
level. With the worst from the 
trust case known and not too bad, 
there may be some accumulation 
by New Englanders to average 
down cost of old holdings. 


Good Yield 


Everything is relative. With in- 
vestors feeling more and more 
dubious about more and more 
stocks, there is a good deal of 
switching into cigarette stocks, 
despite the large advances they 
have had from 1952 lows, on the 
basis that they are relatively 
“sure things”. Liggett & Myers, 


(Please turn to page 193) 
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Whenever the economy slips a little, as it well may in the 
coming months, one of the weakest links in the economic 
chain frequently proves to be the level of manufacturers’ 
inventories. Making the 
necessary “inventory ad- 
justments” can be a painful 
process. 

At the present time, manu- 
200 ‘| \ 460 facturers’ inventories—of 

co materials, good in process, 
al and finished goods — are 
not abnormally high rela- 
tive to the current level of 
manufacturing activity. But, 
consideration must be given 
to the fact that business is 
swollen. In addition, the 
price level is still high 
even though a large number 
of materials have backed 
away from their fantastic 
peaks of two years ago. 

Inventories that are in 
reasonably normal relation- 
ship now to the level of 
business on manufacturers 
books could become abnor- 
mally high very quickly in 
the event of a drop in busi- 
ness. Not infrequently in the 
past when the tide has turn- 
ed, manufacturers’ inven- 
tories have spurted upward 
for some time thereafter as 
a result of cancellations of 
orders for goods and as 
suppliers rushed to deliver 
materials on order before 
manufacturers themselves 
began to cancel or ask for 
postponement of delivery. 

Caught in the middle be- 
tween two fires, the manu- 
facturer’s position is not an 
envious one when the tide 
of business activity turns. 
Since values usually tend to 
decline rather rapidly dur- 
ing a period of inventory ad- 
justment, as a result of the 
weight of what suddenly 
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have become swollen inventories and also as a result of the 
pressure of slower business, substantial inventory losses can 
be marked up in relatively short order. 

The books value of manufacturers’ inventories at the present 
time is 50 percent greater than in June, 1950, at the outbreak 
of the war in Korea. Manufacturing activity has increased 22 
percent in the interim. Prices of materials and goods also have 
increased since the middle of 1950, but not sufficiently, it 
would seem, to fully account for the spread between 22 per. 
cent and 50 percent. 

Since June, 1950, manufacturers’ inventories of purchased 
materials have risen 45 percent, of goods in process 77 per. 
cent, and of finished goods 35 percent. The sharp rise in goods 
in process reflects in some measure the partial conversion of 
industry to the production of military goods which, by reason 
of close tolerances, rigid inspections, etc., take more time to 
move through the production line than do civilian goods. 

There is evidence, however, that inventories of materials 
are larger than they need to be. Unquestionably, and par. 
ticularly where engaged on defense production, there has 
been a fair amount of “hoarding” of materials by manv- 
facturers. With most materials now in plentiful supply and 
with the prices thereof tending to ease, manufacturers have 
drawn a little on their stocks of materials during the past few 
months. 

As a matter of fact, purchasing agents for manufacturers 
have restricted their new commitments rather sharply since 
the beginning of the Communist peace offensive. With inven- 
tories of materials comparatively large in most instances, 
manufacturers are in a good position to refrain from buying 
for rather extended periods and to limit their new commit. 
ments to the soft spots in the markets. 

Since June, 1950, total inventories of durable goods manv- 
facturers as measured in dollar values have risen 67 per- 
cent while manufacturing activity in durables has mounted 
40 percent. Nondurable goods manufacturers show increases 
of 32 percent in inventories but of only 8 percent in productive 
activity. Defense production has been concentrated almost 
entirely in durable goods, to be sure, but the extremely sharp 
rise in inventories in the hard goods section of industry cannot 
be entirely explained away on this account. It is somewhat 
disconcerting to note that the most vulnerable division of 
industry is so heavily stocked with materials and goods. 

During the past few months, manufacturers’ inventories of 
finished goods have been rising steadily. These increases 
represent, in part, a growing tendency for distributors to 
reduce their inventories and demand prompt shipment from 
manufacturers when orders are placed. Mounting finished 
goods inventories at the manufacturer level also suggest that 
production is outstripping consumer offtake by a small but 
nevertheless important margin. 
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The Business Analyst 





MONEY & CREDIT—The main attention of those interested 
in government securities has been concentrated, during most 
of April, on the Treasury’s offering of $1.0 billion of 30-year 
3% bonds. Subscriptions to the issue were swollen both by 
“tree riders’ and by legitimate purchasers who hiked the 
amounts asked for, fearing that they would receive only a 
small percentage of their needs. As a result it appears that 
subscriptions may have exceeded $7 billion. The Treasury 
has apparently been weeding out some bidders whose com- 
mittments were excessive in relation to their net worth and has 
announcd that it will have to allot the offering among some 
$5.5 billion worh of remaining bids. Despite the strong demand 
for the issue indicated by these figures, trader expectations of 
premiums of a point or more failed to materialize in when- 
issued trading where the bond ranged from 100-3/8 to 
100-1/32 and closed at 100-7/32 on April 21. Various ex- 
planations for the failure of the issue to attain the expected 
premium have been offered including the fact that in addition 
to the cash offering of $1 billion, holders of some $1.1 billion 
of F and G Saving Bonds maturing in the next eight months, 
were given the opportunity of converting their holdings into 
the new obligation. Even though these investors may have 
other uses for their funds it would benefit them to convert 
into the new bonds and then sell it to gain the premium. This 
activity has no doubt created a supply of bonds which could 
be a temporarily depressing influence. Other sections of the 
long-term Treasury list have continued to sag and the bank- 
ineligible 2%s of 1972-67 closed at a new low of 9256 on 
April 21, down 158 points in two weeks time. Sellers may have 
been influenced by the consideration that in the next nine 
months almost $30 billion of Treasuries come due and this 
does not include three-month bills and Savings Bonds. If 
further offerings of long-term issues are to be the fashion, 
then yields may rise further. 

Corporate obligations have also weakened during April 
and an A-rated offering of $8.5 million of Jersey Central 
Power and Light Company first mortgage bonds had to carry 
an unprecendented 4% coupon. It was sold to the under- 
writers at 101.80 and re-offered to yield 3.875% where 
demand was good. This yield for a new issue compares with 
an average yield on April 16 of 3.59% for A-rated bonds. 

Tax-exempt obligations, in contrast to other markets, showed 
some slight improvement in the week ending April 17 and the 
yield index computed by The Daily Bond Buyer declined 
Jightly to 2.64%. It had previously remained unchanged at 
2.65% for six consecutive weeks. The supply of new municipal 
isues has been dwindling of late and for the week ending 
April 24 only $35.9 million are scheduled for sale as against 
aweekly average of $142.6 million for 1953. However, large 
offerings looming on the horizon indicate that this picture 
will change considerably in the near future. 
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TRADE—Post-Easter retail sales are holding a bit above last 
year's levels. For the week ending Wednesday, April 15, the 
total has topped results for the corresponding 1952 week by 
shout 3%, Dun & Bradstreet has estimated. The best showing 
was made by the Southern and Southwestern states with an 
mprovement of close to 5%. Merchants reported good demand 
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for Spring apparel but sales in this field were below a year 
earlier when the Easter selling season was at its peak. De- 


mand for household goods, where aggressive promotions were 
common, bettered year-ago levels as did food sales. 





2. 


INDUSTRY-—Industrial output has receded a bit from end-of- 
March highs and the MWS Business Activity Index in the week 
ending April 11 fell to 196.6% of the 1935-1939 average 
from 198.6% the previous week and the peak of 199.8 
reached in the last week in March. Mainly responsible for the 
decline was a sharp dip in crude oil runs to refineries which 
in the latest week were 3% under the previous week’s figures. 
Paperboard output and lumber shipments also declined while 
electric power output was a shade lower. Steel ingot produc- 
tion at 98.9% of end of 1952 capacity was improved from 
the previous week’s 97.1% but still under the all-time high of 
103.1% reached in the week ending March 28. 


Oe. 


COMMODITIES—The rank and file of commodities have been 

resistant to decline of late and the Bureau of Labor Statistics 

index of primary prices in the week ending April 14 fell an 
(Please turn to the following page) 
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Previous Pre- 
oo Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—S$b (e) =| Mar. 4.3 38. 3.7 1.55 | inconsequential 0.1% below the previous 
Cumulative from mid-1940 Mar. 496.1 491.8 445.1 13.8 | week’s level. The 7 — comncaa 
A, of the index was down 0.6% mainly be. 
FEDERAL GROSS DEBT—$b Apr. 15 264.4 264.4 257.5 55.2 cies ak tin prices lor enti, lambs, 
MONEY SUPPLY—$b coffee and many fruits and vegetables, At 
Demand Deposits—94 Centers_____ | Apr. 8 52:7 51.8 51.2 26.1 the same time grains, hogs, poultry and 
Currency in Circulati: Apr. 15 29.8 29.8 28.4 10.7 eggs were higher. All commodities other 
BANK CLEARINGS than farm products and foods gained 0.1% 
New York City—$b Apr. 11 8.3 9.3 8.8 3.8 | as hides and crude rubber moved up. Low. 
111 Other Centers—$b Apr. 11 8.6 9.1 7.6 4.0 | er prices were noted for cotton yarn, tin 
—~,. — | and copper. 
PERSONAL INCOMES—$b (cd2) Feb. 280.4 280.6 263.5 102 
Salaries and Wages Feb. 187 187 175 66 a 
Proprietors’ | Feb. 54 55 52 23 ~i 
emdeinnenday feb -_ = *® ” Spending for NEW CONSTRUCTION 
srl a - = - was valued at $2.5 billion in March, round- 
(ERNE CHEN AES fab. wad ™ wid te ing out a record first-quarter total of $7.0 
POPULATION—m (e) (cb) Mar 158.9 1586 156.2 133.8 | billion, according to a joint report of the 
Non-Institutional, Age 14 & Over— | Mar 111.2 110.9 = 109.3. 101.8 =| Commerce and Labor Departments. In the 
Civilian Labor Force———____. | Mar 63.1 62.7 61.5 55.6 | first quarter of 1952 expenditures for new 
unemployed Mar 17 1.8 1.8 3.8 | construction amounted to $6.6 billion. Pri- 
Employed Mar 61.5 60.9 59.7 51.8 | vate building had a greater than seasonal 
In Agriculture Mar 5.7 5.4 6.0 8.0 | increase in March and rose to $1.7 billion, 
Non-Farm Mar 55.7 55.6 53.7 43.2 | accounting for most of the over-all con- 
At Work aad pita 58.6 57.5 43.8 | struction gain from February. In the first 
Weekly Hours wed ms on seid 42.0 | quarter, private construction was valued 
Man-Hours Weekly—b el 2.48 aa vei 1.82 | at $4.9 billion or 7.4% ahead of the cor. 
EMPLOYEES, Non-Farm—m (Ib) Feb. 47.2 47.2 45.9 37.5 responding 1952 period. In this sector resi- 
seiienien Feb. 6.6 67 6.5 48 | dtntial building had the best gain in the 
saith Feb. 13.5 13.4 12.8 11.7. | first three months with a 10.7% rise from 
Weekly Sours Feb. 41.0 41.1 40.7 40.4 |@ year ago. Public construction expendi- 
neeily eae tind Feb. 174.2 1740 164.4 773 | tures came to $2.1 billion in the firs 
Weekly Wage ($) Feb. 71.42 71.51 66.91 21.33 | quarter, only 3.4% ahead of the similar 
1952 period. Public outlays for housing 
PRICES—Wholesale (Ib2) Apr. 14 109.5 109.6 = 111.8 66.9 | construction in the January-March, 1953 
Retail (cd) Jan 209.0 209.6 210.9 116.2 | period were a sharp 22.7% below a year 
ago while hospital building and conserva- 
COST OF LIVING (Ib3) ng oe! sion and ae oak were also 
Food Feb. 111.5 113.1 112.6 we To, 
Clothing Feb. 104.6 1046 1068 59.5 : are 
Rent Feb. 121.5 121.1 1140 = 89.7 
RETAIL TRADE—$b** Manufacturers’ shipments of FREIGHT 
Retail Store Sales (cd) Feb. 14.8 143 13.4 47 CARS during March amounted to 6,679 
Scie ai Feb. 5.4 5.0 46 11 units compared with 7,780 in February 
seciuieedesite Feb. 9.4 93 8.8 3.6 | and 8,159 cars in March, 1952, the Amer- 
: Feb. 0.85 0.84 0.80 0.34 | ican Railway Car Ins¥itute and the Associa- 
oan — oe Mo. (rb2 Fah 13.5 13.8 11.1 5.5 | tion of American Railroads have announced 
See NRG Sy Se in a joint release. NEW ORDERS for 3,379 
MANUFACTURERS’ freight cars were placed during March as 
New Orders—$b (cd) Total ** Feb. 25.0 24.3 23.5 14.6 | against 2,284 in February and 5,619 in 
Durable Goods Feb. 12.6 12.1 11.4 7.1 | March, 1952. With shipments topping new 
Non-Durable Goods___ | Feb. 12.4 12.2 12.1 75 | orders, the backlog of orders in manu- 
Shipments—$b (cd)—Total**______ | Feb. 25.3 24.3 23.5 8.3 | facturers’ hands on April 1 was down to 
Durable Goods Feb. 12.9 12.2 11.4 4.1 | 68,553 cars from 71,883 the month before 
Non-Durable Goods Feb. 12.3 12.1 12.2 4.2 | and 115,854 cars on order on April 1, 
1952. 
BUSINESS INVENTORIES, End Mo.** we ia m 
Total—$b (ed). Feb. 75.0 74.6 73.8 28.6 
Monufocurers’ Feb. 43.9 43.8 43.2 16.4 CASH DIVIDEND PAYMENTS in 
Wholesalers’ og = = = 41 | March by corporations issuing public re- 
Retailers’ “ne = _— _ po ports amounted to $1,251 million, up 4% 
Dept. Store Stocks (mrb) _ _ wee - ‘1 | from the corresponding 1952 month, the 
BUSINESS ACTIVITY—1—pc Apr. 11 196.6 198.6 179.4 141.8 | Commerce Department has reported. In e 
n.- Bioems Apr. 11 237.5 240.0 213.8 1465 | first quarter of this year cash dividends 
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—— Latest Previous an 
OK Date Marth Maeth «= Aus Harber® «= PRESENT POSITION AND OUTLOOK 
oe INDUSTRIAL PROD.—1 np (rb)** Feb. 239 236 222 174 totalled $1,981 million, a 5% rioe over the 
fious Mining Feb. 163 164 167 133 1952 January-March period. The increase 
nent Durable Goods Mfr_________| Feb. 322 316 284 220 was concentrated in the non-manufacturing 
be- Non-Durable Goods Mfr______—| Feb. 198 195 190 151 sector with a 9% improvement while manu- 
mbs, CARLOADINGS—t—Total Apr. 11 721 705 691 833 facturing companies showed a dividend 
. At faeee, Proight Apr. 11 377 384 354 379 increase of only 1.5%. Communication 
and pel ci Apr.11 71 71 75 156 companies had the best record, managing 
other ite Apr. 11 39 4 40 43 to pay out 15% more in the first three 
1% months than they had done a year earlier, 
Low. ELEC. POWER Output (Kw.H.) m Apr. 11 8,001 8019 7,154 3.267 while railroads and electric power com- 
, tin — panies each did 10% better. In the manu- 
SOFT COAL, Prod. (st) m mee ss ” he re 10.8 | facturing group payments in the first quar- 
Cumulative from Jan. 1_-_____ | Apr. 11 121.8 113.4 149.2 44.6 ter were only $15 milli . the $1,043 
y million above the $1, 
Stocks, End Mo 714 733765 618 | million paid out in the similar 1952 period. 
PETROLEUM—(bbis.) m Results for this category were hurt by de- 
ION Crude Output, Daily Apr. 11 6.3 6.3 6.4 4.1 | pressed conditions in the textile industry 
und- Gasoline Stocks Apr. 11 161 162 158 86 which reported an 11% dividend drop 
$7.0 Fuel Oil Stocks. Apr. 11 Al 40 36 94 from year-ago results. 
F the Heating Oil Stocks Apr. 11 61 60 48 55 
* * * 
fe: LUMBER, Prod.—(bd. ft.) m Apr. 11 257 262 251 632 ; 

Pri Stocks, End Mo. (bd. ft.) b________| Feb. 8.2 8.2 8.1 79 EXPORTS from the United States drop- 
iter ped to $1,194 million in the short February 
onal STEEL INGOT PROD. (st) m Mar. 10.2 8.9 9.4 94 month from $1,276 in January and $1,344 
lion, Cumulative from Jan. 1_____ Mar. 29.0 188 27.2 747 Jin February, 1952, the Census Bureau has 
re ees GOmemNETONs — ae = met ner sae 
lued AWARDS—$m (en) Apr. 16 275 195 235 94 of military aid un er t e utua curity 
Reembetie fm den, 1 Apr. 4,922 4,647 3,837 5,692 Program of $272 million in February, $268 
cor. omy hiencinnaninnennuail million the month before and $84 million 
resi- MISCELLANEOUS in February, 1952. IMPORTS into this 
\ the Paperboard, New Orders (st)t Apr. 11 223 364 174 165 country of $855 in February were under 
from Cigarettes, Domestic Sales—b______ | Feb. 32 33 29 17 January’s $927 million and the $893 million 
endi- id Maan Feb. 453 481 447 543 worth of goods imported in February last 
Be Do., Manufactured Tobacco (Ibs.)m_| Feb. 16 18 15 28 year. 
using b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—C ce Dept., lly adjusted monthly totals at annual rate, before taxes. 





1953 tdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 
yer publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
erva- pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
also *-1941; November, or week ended December 6. **—Secsonally adjusted. 
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1953 1953 
our! | |=" 1953 Range 1953-1953 | Ney. 14, 1936, Cl.—100) High Low Apr. 10 Apr. 17 
lnves (1925 Cl.—100) High low Apr.10 Apr. 17 | 190 HIGH PRICED STOCKS......... 133.5 126.2 126.2 125.42 
5,679 300 COMBINED AVERAGE.......... 215.5 203.9 203.9  202.3Z | 100 LOW PRICED STOCKS......... 260.6 243.5 247.7 245.4 
rud . 
ve 4 Agricultural Implements......... 215.5 203.9 203.9  202.3Z 4 Investment Trusts .................00 112.7 104.2 «104.2 ~=—-:101.9Z 
wea 10 Aireraft (’27 Cl.—100) ........... 415.6 351.6 351.6 344.5Z | 3 Uquor ‘27 Cl—100)............ 967.8 903.3 903.3 894.02 
— 7 Air Lines (34 C1L—100).... 693.9 635.5 635.5 635.5 | VT Machinery oc cceccssneee 240.6 222.2 2222 2222 
inced T Amusement ....s.ccccccecccscceeceeoe 95.5 85.1 88.5 91.1 i. ee 128.6 119.0 1226 119.0 
3,379 10 Automobile Accessories ....... 289.4 263.4 263.3 263.3 3 Meat Packing ...0........cccc0 101.7 92.8 95.5 93.7 
ch as 10 Automobiles ...............esseeeoeee 49.4 45.6 45.6 45.1Z 10 Metals, Miscellaneous ............ 284.5 253.2 253.2 245.3Z 
19 in 3 Baking ('26 Cl.—100)............ 28.0 23.8 27.8 27.3 eaten nis oss 474.8 4348 448.1 443.7 
3 Business Machines ................. 377.4 359.1 359.1 355.4Z | 24 Petroleum o.....eeccccseescsssseesseom 463.4 436.1 436.1 431.6Z 
) new 2 Bus Lines ('26 Cl.—100)......... 182.1 170.2 182.1 1787 | 22 Public Utilities 0.0... 194.4 186.9 186.9  185.0Z 
nanu- 6 Chembcals .n.........ccsecsccssseeeeee 396.9 369.3 369.9 365.42 | 9 Radio & TV ('27 Cl—100)...... 36.9 34.0 34.0 33.3Z 
wn to 3 Coal Mining ae 15.4 12.8 12.8 13.2 8 Railroad Equipment ........... : 64.1 59.9 59.9 60.5 
efore 4 Communications ...............-.-.. 66.2 63.0 64.3 63.0 Cl OR is escassichcusiacsii 53.2 48.0 48.0 48.0 
, ON iraach diced 72.3 68.2 69.6 69.6 _ _ _—— 51.5 47.6 51.5 49.5 
ril 1, 7 Containers ............. .. 519.4 485.7 495.3 500.1 3 Shipbuilding 269.9 228.7 253.9 249.3 






































9 Copper & Brass ..... 175.4 155.0 155.0 150.3Z 3 Soft Drinks 407.5 342.4 400.6 400.6 
2 Dolry Products .......... 97.7 92.3 94.1 95.9 11 Steel & Iron 151.4 141.4 141.4 141.4 
5 Department Stores 63.2 59.6 60.2 59.6 Le one ees 59.8 55.6 55.6 58.0 
in 5 Drugs & Totlet Articles............ 235.2 219.5 235.2 235.2 2 Sulphur 625.9 543.3 584.6 602.3 
2 Finance Companies ..............-. 410.0 366.2  366.2R 370.3 5 Textiles 162.2 136.2 136.2 129.6Z 
c re 200.4 192.7 196.6 196.6 3 Tires & Rubber .............0........ 89.7 80.4 80.4 78.8Z 
» 4% 120.1 113.0 116.5 117.7 6 Tobacco ooo... ecescesseseeees 101.6 90.8 97.1 98.0 
the 79.2 73.9 73.9 74.6 2 Variety Stores 319.5 304.1 307.2 304.1 
in the 760.0 692.3 720.4 720.4 16 Unclassified (’49 Cl.—100)...... 125.7 119.7 119.7 118.5Z 
Hends Z—New Low for 1953. R—Revised. 
REET MAY 2, 1953 185 


































































































































































































































































































Trend of Commodities 
ll 
Commodity futures have been relatively stable in the two support program has not been able to prevent a price decline 
weeks ending April 20 and the Dow-Jones Commodity and the May option is selling some 35 cents under the SUppar 
Futures Index closed at 163.94 at the end of the period which level equivalent of $2.53 in Chicago. This is a record discoyy 
ra — cogs “| sae Wheat ns — been for a period so late in the crop season. Cotton futures hay 
ye cme é ba Boag the “5 Aggy rie wid cents remained in a narrow range during the period under revigy 
Curing the fortnight fo close at 4. Britain's retusa! to join and the July future closed at 33.33 cents on April 20, up 8 
in the International Wheat Agreement which set a maximum slate from ts Auell 6 level. Senaee tne ee 
price of $2.05 for exports to participating countries may i ep saa “a me ae “8 b aie lee 
render the pact ineffective and this consideration resulted in leon : as oS at wt ke SOO ae 
price unsettlement. The Department of Agriculture has fore- ‘re!9" countries which will enable them to expedite the 
cast a 714 million bushel wheat crop this year which is 103 ©°tton purchases here. However, exports for the Current secs 
million bushels above the estimate they made in December. e still not expected to top 3.0 million bales as against’ §7 
The total crop could thus top 1 billion bushels and this together million bales for the previous season. Domestic cotton demand 
with the surplus from previous crops could make for a June 30 has shown some improvement and this despite many weels 
carryover of close to 600 million bushels. The government of slow cloth business. 
WHOLESALE COMMODITY PRICES 
130 130 
1947-49 =100 
120 
sa ALL COMMODITIES 120 NON.FARM PROD cts 
100 s —— 
N 10 
90 INN we 
\ 
Ih Wo \) 
80 | 100 Le 
im 105 J FARM PRODUCTS vF 
70 | At y/ | | 
roo,” 
Ase Ta 
6 SZ be SON naniva’s . 
Oo YVFMNANAIA vf "1 on, off 
1946 \QHT 1948 1949 {950 1951 1952 1953 19524 1993 no 
RRS AT STARE ET IL ELSE SS SEES SHEE RR TTD I TSE 
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Date 2 Wks. 3Mos. 1 Yr. Dec. 6 Date 2 Wks. 3Mos. 1 Yr. Decl 
Apr.20 Ago Ago Ago 194! Apr.20 Ago Ago Ago I9il 
22 Commodity Index ...... : = OBIS PBB “S02 OSTA: 8320 —SUWOUNS 5 ..265ccccccnccccn. ssviasee GB2 O74 106.4 128.3 Si stu 
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Average 1924-26 equals 100 14 Raw Materials, 1923-25 Average equals 10 ae 

s Aug. 26, 1939—<63.0 Dec. 6, 1941—85.0 is a Sou 

1952-53 1951 1950 1945 1941 1939 1938 1937 198053 1951 1990. 1945194) 1900 Wee ‘a 

I ice lid 181.2 214.5 2047 95.8 74.3 783 658 93.8 High ............... 192.5 215.4 202.8 111.7 88.9 67.9 577 Wi ( 
ESE 161.9 1748 134.2 83.6 58.7 61.6 57.5 647 LOW 154.2 176.4 140.8 -98.6 58.2 48.9 47.3 
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‘Sunk 


eee by noise i 


Unbelievable but true! Ordinary Mail coupon today for a Sound 
office noise—sownds so familiar you Conditioning Survey Chart that will 
no longer even notice them—can grate bring you a free analysis of your par- Distributor of Acousti-Celotex Products 
nerves raw, Create tension and fatigue, ticular noise problem, plus estimated to solve your noise problems 
seriously impair the working effi- cost for a corrective installation of 

ciency of the most capable people. Acousti-Celotex Sound Conditioning. © He is a member of the world’s most exve- 
No obligation. rienced Sound Conditioning organization. 


Why you can count on your 


Scientific studies prove this. These 
studies reveal that routine, workaday ° He has behind him the know-how gained 
noise can rob business of profits by —. from hundreds of thousands of installations 
slowing work, causing excessive er- of Acousti-Celotex Products—solving acous- 

Ti asin ins coseihicead tress tical and noise problems of every type. Thus 
snare 8 , 8 he can assure you Sound Conditioning 
costly overtime necessary. that’s right from the start. 

How to curb this loss in your place ; ; @ He has a complete line of superior, spe- 
of business? The economical answer : ; s cialized acoustical materials to meet every 
is Acousti-Celotex Sound Condition- ; aS : requirement, every building code. 
ing! A sound-absorbing ceiling of 3 @ He guarantees his materials, workman- 
Acousti-Celotex Tile checks noise, “= oe ship, Sound Conditioning techniques. 
brings quiet comfort that results in ; yy. 
increased efficiency, fewer errors, less [ ‘ 
overtime, better employee morale. Sere -------- Mail Coupon Today -------, 


Acousn-Qetotex 


The Celotex Corporation, Dept. MWS-53 
120 S. LaSalle St., Chicago 3, Ill. 

Without cost or obligation, send me the Acous- 
ti-Celotex Sound Conditioning Survey Chart. 


TRADE MARK REGISTERED U.S. PAT. OFF, 


: i 

100 ON 
als _ Sound Conditioning 
aa io ‘8 Sound Investment 


s77_ #i FOROFFICES + BANKS + STORES - HOTELS ° SCHOOLS 
473 i HOSPITALS * CHURCHES + FACTORIES 
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A True Picture of the Tariffs 





(Continued from page 165) 


electric household appliances. 

In agriculture there is a differ- 
ent tariff picture. About the only 
imported agricultural products 
which can seriously compete with 
our farmers—if tariff walls are de- 
stroyed — are meats, fibres and 
dairy products (beef from the 
Argentine and New Zealand, mut- 
ton and wool from Australia, and 
dairy products from The Nether- 
lands). Cotton from India and 
Egypt are no longer’ serious 
threats as we turn more and more 
to the synthetic fibres—rayon, ny- 
lon, orlon. 

Despite this condition, large 
segments of our farm population 
pressure the Congress for high 
tariffs, forgetting that our farms 
annually produce more than we of 
America can consume. It could 
well be that if we let more foreign 
goods—even agricultural products 
—come into this country, without 
hurdling high tariff walls, we 
could sell more tobacco and other 
agricultural products abroad, thus 
giving our own industries a boost, 
and boosted industrial production 
would mean more domestic de- 
mand for farm produce. 

Under the reciprocal trade 
agreement act, whereby we have 
made tariff concessions to other 
nations, some American indus- 
tries have been hurt. This cannot 


be gainsaid, but the injured indus- 
tries are relatively small in the 
overall economy, while workers in 
those industries have been ab- 
sorbed by other industries. 

There can be no question that 
our jeweled watch industry, as an 
industry, has suffered. We now 
have two jeweled watch manufac- 
turers where we once had seven- 
teen, but there are no skilled 
watch craftsmen selling apples on 
the street corner, nor is the Amer- 
ican watch industry in the dol- 
drums. Workers and designers are 
now busy turning out other pre- 
cision instruments beyond the 
skill or comprehension of crafts- 
men. 


Under the reciprocal tariff 
agreement act, cermaics indus- 
tries have been hurt. By ceramics 
industries, the writer refers to 
chinaware, pottery and glassware 
—the last primarily decorative. 
There is definite evidence that 
some manufacturers in these 
areas have had to fold up. More 
would have gone under, especially 
in the decorative glassware field 
had we been freely trading with 
Czcho-Slovakia, an iron curtain 
country. 

Thus, after careful search of 
available Washington records, it 
cannot be found that reciprocally 
—lowered tariffs have worked 
serious harm to the overall na- 
tional economy. Nor is there solid 
evidence that we would be long 
hurt if tariffs are completely 
wiped out. There are some indus- 











RICHFIELD 


Atvidend notice 









The Board of Directors, at a meeting held April 16, 1953, 
declared a regular quarterly dividend of 75 cents per 
share on stock of this Corporation for the second quarter 
of the calendar year 1953, payable June 15, 1953, to stock- 
holders of record at the close of business May 15, 1953. 


RICHFIELD 
Ol Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 


Cleve B. Bonner, Secretary 











tries, or their dealers — diamon(, 
decorative jewelry and other lyy. 
ury groups—which would be hur 
if tariffs were drastically lowerg 
or done away with, but these jp. 
dustries definitely are not parts of 
our basic economy. 


At the outset, it was said thy 
the national interest must con, 
ahead of the interests of specifi 
industries. That is repeated in the 
conclusion. Too often in the past 
our tariff laws have been goy. 
erned either by a tough self-inter. 
est of special groups, or by tende 
sentimentality of the global “do. 
gooders.” Now we have to face up 
to realities—either we lower (eve 
wipe out) tariffs where necessary, 
or we recede into an economi 
shell which bodes no good for any. 
one. 





Comparative Analysis of 
Columbian Carbon— 
United Carbon 





(Continued from page 173) 


production facilities in Philadel. 
phia, Pa., expanding operations in 
this field last year upon comple 
tion of a new Chicago ink plant, 
Although carbon black and ink 
production appear destined to e. 
pand to meet increasing demané, 
endowing both United and Colum. 
bian with growth potentials, cur. 
rently the greatest interest in the 
two companies is engendered by 
progress registered through the 
development of natural gas ani 
petroleum production. Both 
United and Columbian are pursv- 
ing broad programs of developing 
and exploring oil and gas proper 
ties. Last year, United completed 
the drilling of 81 producing well, 
54 of which were gas producers 
and 27 oil wells, bringing the total 





of producing wells to 1,430 at the 
end of 1952, Gas production fron | 
the properties, located in the Ap 
palachian, the Southwest and the 
Gulf Coast areas, is sold under 
long term contracts, to a number 
of natural gas pipeline companies, 
including Hope Natural Gas (Co, 
United Fuel Gas, Cities Servic 
Gas, Panhandle Eastern Pipe Line 
Co., and Texas Gas Transmissi0 
Corp., to mention just a few. 
In Kansas, in conjunction with | 
Columbian Fuel Corp., a subsiti- 
ary of Columbian Carbon, Unite 
has been conducting a vigorous 
development campaign and at the 
end of 1952 owned jointly wit! 
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Columbian 27 oil wells and six 
as wells in the Novinger Pool. 
Substantial additions were made 
last year to gas and oil acreage by 
United, bringing its holdings up 
to 1,129,436 acres, the greater por- 
tion of which is located in West 
Virginia, Virginia, Kansas, Okla- 
homa, and Kentucky, with sizable 
holdings in Texas and Louisiana. 

United’s natural gas sales last 
year amounted to 6414, billion 
cubic feet producing $8.5 million 
revenue. Crude oil sales totaling 
1,538,000 barrels had a value of a 
little more than $4 million. Com- 
bined, gas and crude oil revenue 
amounted to $12.5 million. These 
figures compare with Columbian’s 
natural gas sales in ’52 of 67.2 
billion cubic feet for $7.9 million, 
with crude oil sales bringing in 
$957,868, plus $3.2 million from 
sale of gasoline and butane, to 
make total revenues from gas and 
oil activities $12.1 million. 

On the basis of total oil and gas 
revenue, United, having got the 
jump on Columbian in the begin- 
ning, is ahead, but the latter is 
gradually closing the gap, having 
brought in 38 new producing wells 
last year, in addition to the 33 
jointly owned with United in the 
Kansas area. Wholly-owned pro- 
ducing wells now number 1,199, 
which combined with 209 jointly 
owned wells represent 1,279 gas 
and 129 oil wells. 

Like its contemporary, Colum- 
bian is vigorously broadening its 
interest in oil and gas properties. 
In Mingo County, West Va., it 
opened up a new gas producing 
area that has been delivering ap- 
proximately 18 million cubic feet 
of gas per day since 1952 mid- 
summer. In partnership with 
others it also brought in last year 
in the Gulf Coast area of Louis- 
iana an initial well with an open 
flow capacity of 17 million cubic 
feet per day, with a distillate con- 
tent of 23 barrels per million cubic 
feet of gas. At the end of 1952, 
Columbian’s net interest in wholly 
owned and partly owned leases 
amounted to 864,857 acres in 
Texas, Oklahoma, Kansas, Louis- 
lana, Virginia, West Virginia and 
other states. 

_ In addition to these holdings, 
it has a net 1.8 million acre inter- 
est in Crown Permits and a net 
12,000 acre interest in freehold 
leases in the Province of Saskat- 
chewan, Canada. It is in that area 
where Columbian, in association 
With Atlantic Refining, Tide 
Water Associated Oil and Ohio 
Oil Co., has been exploring for 
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This announcement is neither an offer co seil nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


P. Lorillard Company 


$22,500,000 Twenty-five Year 334% Debentures 


Due April 1, 1978 


Price 99.20% and Accrued Interest 


356,573 Shares Common Stock 


(Par Value $10 per Share) 


Subscription Price $23.25 per Share 


The Company is offering these shares for subscription by its Common Stock- 
holders, subject to the terms and conditions set forth in the Prospectus. 
Subscription Warrants expire at 3:30 P.M., New York Time, April 28, 1953. 
Prior to the expiration of the Subscription Warrants, the several Under- 
writers may offer and sell shares of Common Stock pursuant to the terms and 


conditions set forth in the Prospectus 


Copies of the Prospectus may be obtained in any State only 
from such of the several Underwriters, including the under- 
signed, as may lawfully offer these securities in such State. 


LEHMAN BROTHERS SMITH, BARNEY & CO. 


April 15, 1953. 














oil and gas on 9 million acres of 
government permits and some 
60,000 acres of freehold leases. 
There, in October of last year, the 
first successful strike was made, 
this being followed since by addi- 
tional strikes in five different and 
separate areas. 

The magnitude of these dis- 
coveries remains to be established. 
One well, the Forget No. 1, 
brought in by Tide Water Asso- 
ciated as the operator for the 
Group, has been rated as flowing 
a calculated potential of 3,600 
barrels a day of high gravity oil. 
The well, located directly north of 
the Williston Basin development 
in No. Dakota, is particularly at- 
tractive in that the depth of the 
pay sand is only 3,875 feet as com- 
pared to a depth of more than 
8,000 feet in the No. Dakota wells. 
Since then additional producing 
wells have been brought in with 
others being drilled as part of the 
current year’s development pro- 
gram. Marketing production pre- 
sents a problem but this is ex- 
pected to be in the way of solution 
well before the close of 1953. 

Within the last two years, 
Columbian’s net capital expendi- 
tures for development of oil and 
gas and related activities, have 
amounted to $7.3 million. To for- 


tify itself for the work ahead, in- 
cluding that involved in develop- 
ing the Saskatchewan interests, 
the company has established bank 
credits up to $20 million which 
can be drawn upon at any one 
time, up to June 30, next year. By 
that time, it believes, it will be in 
a better position to determine its 
credit requirements and lead, pos- 
sibly, to the issuance of a term 
note at a 314% rate, repayable 
semi-annually in various amounts 
to June 30, 1962. 

Meanwhile, although devoting 
time and effort in expanding their 
operations in natural gas and oil, 
neither United nor Columbian are 
neglecting to develop the business 
of producing carbon black and 
inks. The broad advance of syn- 
thetic rubber has stirred their re- 
search departments to further 
achievements, notable among 1952 
results being the creation by the 
laboratories of both companies 
of a super-abrasion black for 
toughening rubber. Out of the 
Columbian laboratories also came 
a new dye production for use in 
the company’s own ink manufac- 
ture, the development of water 
soluable pastes for the printing 
of textiles, and important im- 
provements in processes in con- 

(Please turn to page 190) 











Columbian Carbon— 
United Carbon 





(Continued from page 189) 


nection with Columbian’s Mapico 
Color Division for the manufac- 
ture of two principal pigments. 
Both companies place a high value 
on research and development, car- 
rying out aggressive programs of 
research, development and engi- 
neering on product quality, new 
applications of products, and new 
products and processes, all of 
which gives promise of new 
growth in their respective and 
related fields, aside from their ex- 
pansion as gas and oil producers. 

Both United and Columbian 
Carbon, as already mentioned, 
have long and unbroken dividend 
records, Their finances are strong. 
At the close of last year, United’s 
ratio of current assets to current 
liabilities was 3.04 to one; that of 
Columbian Carbon, 4.16 to one, 
including for the latter cash and 
U. S. Government securities total- 
ing $9.2 million. United Carbon’s 
cash holding at years end amount- 
ed to slightly more than $3 million. 

It will be apparent from the 
data in the accompanying table 
that the discrepancy in the price 
times earnings ratios of the two 
stocks must be accounted for on 
a straight earnings basis. There 
is, therefore, no reason for the 
shares of Columbian Carbon to 
sell so much higher than those of 
United except for the valuation 
placed upon the former by the 
expectation of results of consider- 
able importance developing from 
its gas and oil operations, par- 
ticularly in the Saskatchewan 
acreages. However valid this may 
be from the standpoint of long- 
range prospects, it must be borne 
in mind that a liberal valuation 
has already been put upon the 
stock by present prices. For this 
reason, while retention of present 
holdings of the issue is warranted, 
new purchases might be deferred 
until a more attractive market 
price is reached. 

As for United Carbon, as in the 
case of Columbian, the compara- 
tively low yield is a deterring fac- 
tor, although it is generally recog- 
nized that the company has 
growth prospects. However, it 
would seem at the present time 
that the better policy would be to 
put off any new commitments in 
the issue until purchases can be 
made at lower levels. 
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For investors who are not con- 
cerned by market considerations, 
however, both United and Colum- 
bian Carbon appear attractive 
from the long-range viewpoint. 
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the bellweather of the industry, 
has been a leading supplier of mili- 
tary equipment and one of the 
principal manufacturers of com- 
mercial planes. Government con- 
tracts account for an estimated 80 
per cent or more of a backlog of 
close to $2,000 million. Profit mar- 
gins are expected to improve this 
year in reflecting a higher rate of 
deliveries as well as improved 
operating efficiency. Earnings are 
expected to surpass last year’s 
favorable showing of $8.99 a 
share, which compared with $5.76 
in 1951. Development costs are 
expected to increase as the com- 
pany steps up its plans for pro- 
ducing jet commercial transports 
for the country’s airlines. Consid- 
ering the uncertainty of military 
contracts and high costs of devel- 
oping new models, the manage- 
ment has adopted a reasonably 
liberal dividend. Payments last 
year came to $3.75, including an 
extra 75 cents. 

United Aircraft, one of the most 
diversified manufacturers of avia- 
tion products in the industry, sup- 
plies conventional reciprocating 
engines as well as jets, fighter 
planes, propellers and helicopters. 
Products also include modern 
guided missiles of the aircraft 
type. Unfilled orders are believed 
to exceed $1,500 million despite an 
increase in deliveries this year. 
Expenses incident to removal of a 
large plant to the Southwest are 
expected to be absent in 1953 oper- 
ations, holding promise of im- 
provement in net profit over the 
$5.18 a share in 1952, which com- 
pared with $4.06 for 1951. The 
rapid engines in military planes is 
expected to lead to establishment 
share in 1952, which compared 
with $4.06 for 1951. The rapid 
trend toward reliance on jet en- 
gines in military planes is ex- 
pected to lead to establishment 
of a higher plateau of output. Di- 
vidends have been maintained at 
$2 a share annually. Prospects 
are regarded as favorable for a 
higher rate, possibly through pay- 
ment of a stock dividend of 25 to 
50 per cent. 
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Growth of Air Travel 


Gains in air travel contin, 
impressive. Greater safety prob. 
ably accounts as much as an. 
thing for growing preference ,} 
plane service. Economies afforde 
by ‘coach’ service help explaiy 
a shift from other modes of tran: 
portation. All indications point t) 
continuance of this trend as mog 
lines report a steady increase jy 
demand for seats. Earnings hay 
failed to keep pace with th 
growth in passengers, howeve 
as labor costs have risen and ey. 
penditures on additional equip 
ment have held down margins 
Moreover, traffic growth has bee, 
concentrated in the less profitabk 
coach service. 


Revenue passenger miles jp. 
creased last year to 13.2 billion 
from 11.1 billion in 1951 for a 
increase of almost 20 per cent, 
but the load factor average 
slightly lower at 67 per cent of 
capacity, against almost 69 pe 
cent in 1951, and net operating 
income declined to about $975 
million for the 14 domestic trunk. 
lines from $108.7 million a year 
earlier. Results of individual car. 
riers have tended to vary widely 
in reflecting density of traffic ani 
uneven results of mail pay. For. 
eign operations generally provel 
less satisfactory from a stant 
point of profits. 


Almost all major lines are adi- 
ing new equipment as rapidly a 
it becomes available. Larger 
planes hold promise of providing 
operating economies, but their use 
involves greater costs and indu- 
try officials seem doubtful that 
earning power can be greatly bok- 
tered without a general rise in 
rates. Managements are loath to 
check the encouraging growth i 
traffic now that additional planes 
are coming into service; hence, 
cautious attitude on the question 
of higher rates. An effort is being 
made to cut down on coach flights 
and other special reduced fare 
services. 


Integration of faster and larger 
equipment seems likely to add to 
operating costs. At the same time, 
expenses involved in purchase of 
new planes will be felt in heavier 
interest charges and in higher ¢e- 
preciation rates. Continuation 0 
the trend toward utilization 0 
coach service puts pressure on the 
industry’s rate structure whic 
may not be easy to counteratt. 
Government authorities have 
shown a sympathetic attitude 
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however, toward lines which can 
show hardship in handling mail. 
Relief in this direction should aid 
the smaller carriers. 

Prospects for any significant 
improvement in earnings are not 
regarded as especially promising. 
Gains presumably would be large- 
ly dependent on higher load fac- 
tors or increased fares. There is 
some agitation for a boost in 
rates, but not all lines favor such 
a solution. Faster and larger 
planes hold promise of operating 
economies, but wage hikes have 
tended to counteract savings in 
efficiency. 

Little or no benefit is antici- 
pated from a possible expiration 
of excess profits taxes, for unlike 
plane manufacturers the trans- 
portation companies have been 
almost immune to the post-Korean 
levy. Airlines received special 
consideration when Congress en- 
acted the EPT measure. 

For investors interested in 
long-range growth of a vital in- 
dustry, the comments on three of 
the principal representatives of 
the transportation phase of the 
business are presented below: 

American Airlines, the largest 
certificated transportation unit, 
operates a system linking the At- 
lantic and Pacific coasts, Its dens- 
ity is regarded as the highest 
among transcontinental systems 
and its equipment seems to rank 
among the best. Substantial or- 
ders have been placed for new 
planes to be delivered in the next 
two or three years. Additional 
equipment coming into service 
this summer, together with exten- 
sion of coach service, should en- 
large revenues perceptibly. Costs 
have tended to rise in connection 
with breaking in of new equip- 
ment. Earnings for 1953 are ten- 
tatively projected at $1.75 to $1.85 
a share, compared with $1.72 for 
1952. Dividends for the foresee- 
able future are expected to hold 
at the rate of 50 cents annually 
ig prevailed last year and in 


Eastern Air Lines, probably the 
most efficient operator, has estab- 
lished an enviable record of earn- 
Ings stability in an _ industry 
scarcely noted for its stability. 
The line is less dependent on mail 
revenues than most others. Main- 
tenance of efficient equipment has 
been a favorable factor. Reflecting 
the benefit of a non-recurring cap- 
ital gain realized on the sale of 
DC-3’s, net profit reached a rec- 
ord high last year at $3.43 a share, 
compared with $3.02 in 1951. A 
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May 8, 1953. 


Security 


Common Stock 


TEXAS EASTERN 
SHREVEPORT 
 rtsSCsC®$ 


Common and Preferred DIVIDEND NOTICE 
April 22, 1953 
The Board of Directors of the Company has declared the 
following regular quarterly dividends, all payable on June 
1, 1953, to stockholders of record at the close of business 


Preferred Stock, 5.50°% First Preferred Series. $1.3714 
Preferred Stock, 4.75°4 Convertible Series. ... 
Preferred Stock, 4.50% Convertible Series... . 








Amount 
per Share 






$1.18% 
$1.12% 
$0.25 





















CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock, payable June 
8, 1953, to stockholders of record at the close of business 


May 14, 1953. 


W. ALTON JONES, President 








new fleet of Martin 404’s recently 
has been put in service and six- 
teen additional Super Constella- 
tions are expected to be delivered 
before the winter resort season 
begins. The new equipment prom- 
ises to provide a substantial in- 
crease in revenues. Earnings may 
push ahead to another new high 
this year, but management is ex- 
pected to maintain a conservative 
dividend. No increase in the reg- 
ular 50-cent rate is anticipated. 

United Air Lines, the second 
largest passenger-carrying line, 
operates a transcontinental sys- 
tem linking New York with San 
Francisco and Los Angeles. The 
company is regarded as the top 
mail carrier in the country. This 
company also has been a leader in 
expanding its use of modern 
equipment. Additional planes on 
order are expected to be put into 
service this year, enabling the 
line to handle larger loads. Pros- 
pects are regarded as promising 
for maintenance of earnings this 
year at a level comparing favor- 
ably with last year’s $4.03 a share. 
Net income in 1951 amounted to 
$3.58 a share. Dividends have 
been paid at the rate of $1.50 a 
share in 1951 and 1952, following 


resumption of distributions in 
1950. The regular 25-cent quarter- 
ly rate has been supplemented by 
year-end extras of 50 cents a 
share. 
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In A Time of Flux 
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by industry figures compiled by 
the Prefabricated Home Manufac- 
turer’s Institute. Twenty-one of 
the institute’s members, who to- 
gether account for two-thirds of 
industry-wide sales, turned out 
8,956 units in the four winter 
months, November through Feb- 
ruary. This was about 20% more 
than the 7,519 produced in the like 
period a year earlier. Low produc- 
tion costs and low prices consti- 
tute the main factors in the pre- 
fab upsurge. 

Aiding the upswing in prefab 
sales is the financing method 
used. Several manufacturers have 
their own financial companies. 
These “captive” firms expedite 
the financing problem at a time 
when the mortgage market is 

(Please turn to page 192) 
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tight. They sell blocks of mort- 
gages to insurance companies and 
other large institutions at a dis- 
count. 

A measure of the prefab growth 
may be gleaned from these figures 
dished up by the institute: In all 
of 1952, the country’s 100 makers 
of these units turned out a record 
57,000 houses. That compares 
with 50,000 made in 1951 and 
30,000 in 1948. It is estimated 
that 6% of all single-family homes 
built last year were prefabs. Five 
years earlier the figure was only 
3%. 

There also is a trend to wider 
use of prefabricated steel units in 
non-residential structures, rang- 
ing from gasoline stations to 
floating fish-canneries. Producers 
of these units attribute their pop- 
ularity to speed, convenience and 
economy. 

Prefab steel buildings, much 
like prefab homes, are made of a 
relatively small number of stand- 
ard-sized, factory-produced parts. 
The makers ship these to the build- 
ing site as a package. All that’s 
needed at the site, besides a foun- 
dation, are a crane, bolts, nuts 
wrenches, a set of instructions 
and manpower. The workers need 
not be highly skilled either. 

In 1952 about $100 million 
worth of these pre-engineered, 
mass-produced — steel buildings 
were sold, a rise of about 20% 
from 1951 and 250% higher than 
1946—the first full year of freer 
steel supplies after the war. The 
figures are wholesale values. As 
finished construction, the pre-fabs 
would tote up to at least three 
times as much. Unfilled orders in- 
dicate producers will turn out 
$120 million worth in 1953, up 
another 20%. 

The industry is made up of 10 
major concerns, doing 80% of the 
business, and 65 smaller firms. 

On the subject of wages and 
financing, the situation in the 
construction business in general 
stacks up about like this: 

Wages—Workers in the indus- 
try won their biggest wage rises 
in years during 1952. Common la- 
bor rates on building and heavy 
construction, by one private esti- 
mate, climbed 16.3 cents per hour. 
This was a record for common 
labor wage hikes in any one year 
and represented a 10% gain over 
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the average rate for December, 
1951. The skilled wage average for 
bricklayers, carpenters and struc- 
tural ironworkers rose by 17.7 
cents per hour for the biggest ad- 
vance since 1948. It was 6.6% 
higher than the December, 1951, 
average. 

These increases include fringe 
benefits, which became an import- 
ant item in construction workers’ 
demands last year. The year 
ahead, doubtless, will see the un- 
ions making an even more vigor- 
ous fight for pensions, welfare 
and health benefits. 

Financing—The tightening 
money market could apply a light 
brake to the booming construction 
business. The trend of money 
costs has been upward, although 
the increase in interest rates was 
smaller in 1952 than in 1951, both 
for new high-grade bonds and for 
commercial bank loans. 

Contractors face higher inter- 
est rates on bank loans. In New 
York City the average rate on 
commercial loans in December, 
1952, was up to 3.33% from 
3.01% a year earlier. Somewhat 
similar rises have been recorded 
across the country. 

The Federal National Mortgage 
Association on April 13 tempo- 
rarily suspended the purchase on 
an over-the-counter basis of mort- 
gages insured by F. H. A. or guar- 
anteed by the V. A. It termed the 
action a “precautionary measure 
pending a necessary review of the 
purchase policies of the associa- 
tion in a changing market.” 

This was a strong sign that 
Government mortgage rates soon 
would be boosted. Government of- 
ficials even said F. N. M. A. had 
stopped buying the 4% V. A. and 
the 414% F. H. A. mortgages, “so 
it wouldn’t be stuck with more 
millions of such home loans when 
rates are boosted.” 

Heavy demand for loans — far 
outdistancing supply—has brought 
about a tight money situation and 
increased interest rates. Govern- 
ment borrowing costs have been 
rising for months and business 
borrowing charges generally have 
followed this pattern. 

Confronted with heavy demand 
from borrowers, lenders have 
ample places to loan their money 
at fancier yields than the 4% and 
the 414,.% Federal mortgage rates. 

The Treasury decision early in 
April to issue a 30-year 314% 
bond — highest rate in nearly 20 
years — has made the need for a 
mortgage rate boost even more 
certain. 


A boost in V. A. and F. H. A. 
rates should prove a boon to the 
housing market in many in- 
stances. For one thing, insurance 
firms and savings-loan asociations 
would be more interested in lend- 
ing their funds to finance new 
homes. In addition, F. N. M. A, 
should have to buy fewer mort- 
gages. A higher rate would stir 
private investors to action. 

As for materials, steel should 
prove no more than a minor head- 
ache. The protracted steel strike 
of 1952 had many in the industry 
making inquiries of foreign sup- 
pliers of the metal. Steel should 
be plentiful long before the end of 
1953. The appliance and automo- 
tive industries already are nerv- 
ous about inventories. 

Cement shipments last year 
were at a record high and the 
trend continues. Aside from spot 
shortages (the situation was crit- 
ical last year in Ohio, for in- 
stance), this commodity should 
provide no greater challenge for 
purchasing agents than steel. 

All in all, the outlook for ma- 
terials, such as the aforemen- 
tioned and lumber and brick, is 
considerably brighter since the 
nadir reached during the steel 
strike of last summer. 

The companies that produce 
these materials fared well in 1952 
despite the strike. A spot check of 
several hundred companies in two- 
score industries showed 29 lead- 
ing firms in the building-material- 
equipment fields netted $225,184,- 
000. This was a decline of 614% 
from the $240,993,000 done in 
1951. Aircraft manufacturing and 
supply showed a gain of 124.6% 
to top the list and the textile in- 
dustry fell 53.8% to land at the 
bottom of the heap. For all com- 
panies surveyed, the decline in net 
profits totaled 1.7%. 

The people who vend goods to 
the construction business figure 
to do better this year. 

A basic factor in the optimism 
that pervades the industry is long- 
range growth of the nation. The 
feeling is widespread that we are 
in a situation where there may be 
short-range setbacks, but the out- 


look is for higher levels over the 
long range. 
The industry takes comfort 


from a computer in the office of 
the Bureau of the Census at Wash- 
ington which boosts the popula- 
tion by one every 13 seconds. 
That’s about 2,500,000 more users 
per year of such direly needed fa- 
cilities as hospitals, water supply, 
churches and schools. 
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The spirit of building folk also 
is buoyed by the situation in the 
business community, which is way 
behind in office space and modern 
plant facilities, the latter greatly 
stimulated by quick tax write-offs 
from the Government. 

There is even a tendency with- 
in the industry to make light of 
the defense program prop under 
the economy. The point is made 
that in this country with its $360 
billion annual product, only $50 
billion, or 14%, is spent for na- 
tional security and foreign lar- 
gesse. Such men as Thomas S. 
Holden, president of F. W. Dodge, 
are quick to note that even if the 
blandishments of Malenkov & Co. 
made an impression here, it would 
mean, at the outside, a one-third 
cut in expenditures for our secur- 
ity. That would still be less than 
5% of the overall national prod- 
uct. 

Unless we panic, peace should 
be bullish. Any slack in defense 
spending would almost certainly 
be followed by elimination of the 
excess profits tax and a reduction 
in personal income taxes. The 
spending that would be curtailed 
at Washington would be more 
than compensated by private 
sources for the comforts and con- 
veniences that have given the 
American people the highest 
standard of living the world has 
ever seen. 

In the following, we discuss the 
position of several of the princi- 
pal companies in the building in- 
dustry. Additional comments on 
other companies will be found in 
the accompanying table. 

Amer. Radiator & Standard 
Sanitary Corp. Reference to the 
comprehensive table, published in 
connection with this general art- 
icle on the building industry, will 
show that American Radiator has 
not succeeded in pushing its profit 
margin up to levels enjoyed by 
companies in other branches of 
the industry. This has been re- 
flected in net income—or per share 
earnings—in the past three years 
(shown in the supplementary 
table). 

Earnings of $1.78 a share on 
the common stock in 1952, in- 
cluded a $2.9 million excess prof- 
its tax refund, amounting to about 
27 cents a share. There was a re- 
duction in net sales from $305 
million in 1951 to $277 million in 
1952. Income from foreign sub- 
Sidiaries improved by about $800,- 
000. Good results were obtained 
on the financial side with an in- 
crease to $88.7 million in working 
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capital from $85.6 million in 1951. 
With building starts expected to 
be about the same as last year and 
government restrictions on build- 
ing materials ended, prospects are 
for an increase in business from 
public works of various sorts. On 
the other hand, higher productive 
capacity for this branch of the 
industry indicates increasing com- 
petition in the period ahead. 

Johns-Manville Corp. Despite 
high costs and taxes, this com- 
pany has been able to maintain a 
relatively high net profit margin. 
This was 9.2% in 1952 against 
10.3% in 1951 and 11.2% in 1950. 
On the higher volume of sales in 
1952, earnings were $7.14 a share, 
almost on a par with those of 1951 
and 1950 when they were $7.76 a 
share and $7.29 a share, respec- 
tively. 

In the statement issued for 
1952, the most significant items 
were an increase in wages and 
salaries from 34.2% to 37.0%, an 
increase in miscellaneous costs of 
from 11.8% to 13.4% and a drop 
in taxes of from 12.5% to 9.4%. 
An interesting feature was the 
almost absolute stability in costs 
of materials, fuel and supplies, re- 
maining practically stationary at 
28.2%. Decline in taxes was due 
to the fact that in 1952 there was 
no excess profits tax liability, and 
also to the fact that there was a 
carry-over of credit for excess 
profits tax amounting to about 
$580,000. 

New sources of asbestos fibre 
are under a steady program of 
exploration and development in 
which the company is having 
marked success. Financial policies 
continue conservative and all im- 
provement and expansion pro- 
grams are being financed from in- 
ternal resources. Earnings rein- 
vested are computed at $78.3 mil- 
lion, compared with $69.2 million 
in 1951. In 1950, they were com- 
puted at $58.1 million. 
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maker of “Chesterfields” and one 
of the Big Three of the industry, 
sold down to 611, last year, lowest 
since 1942 bear-market low of 
5014. Earnings of $5.11 a share, 
lowest since 1945, provided only 
modest coverage of the $5 divi- 
dend. The stock is now at 78, re- 
flecting the sharply improved 
earnings bound to be had from 











Unitep States Lines 





' Company 
\\ Common 
\ Stock 

\ DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
June 5, 1953, to holders of Common 
Stock of record May 22, 1953, who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 

















Union CarBivE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 
1, 1953 to stockholders of record at 
the close of business May 4, 1953. 


KENNETH H. HANNAN, 


Secretary and Treasurer 


























i Crown CorK & SEAL 
¥ ComPANY, INC. 


PREFERRED DIVIDEND 
The Board of Directors has this day 





declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown 
Cork & Seal Company, Ine., payable 
June 15, 1953, to the stockholders of 


record at the close of business May 
19, 1953 


The transfer books will not be closed. 


WALTER L. McMANUS, Secretary 
April 23, 1953. 

















NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 








DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25c per share on the outstand- 
ing Common Stock, payable on 
June 1, 1953, to stockholders of 
record on May 15, 1953. The 
transfer books will not close. 


THOS. A. CLARK 
April 23, 1953. Treasurer 














present higher cigarette prices 
and from the moderate downtrend 
in average cost of leaf-tobacco 
inventory. The company paid no 
EPT last year, but probably is 
subject to some at the present 
higher level of pre-tax net. 
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A Family of 
Famous Names” 


Ave 


CORPORATION 


The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable June 20, 1953, 
to stockholders of record May 
29, 1953. 

R.S. Pruitt, Secretary 


420 Lexington Ave. 
New York 17, N.Y. 
April 24, 1953 

















PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1953 to stock- 
holders of record at the close of busi- 
ness on May 25, 1953. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable June 24, 1953 to stockholders 
of record at the close of business on 
June 3, 1953. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 














DO NOT BE CONFUSED 
BY THE MARKET’S ACTION 
To Protect your Profits 
You Need the New May Issue of 


GRAPHIC STOCKS 


containing over 


1001 CHARTS 


The most comprehensive book of 
Stock Charts ever published 


They give you the complete history of 
virtually every stock actively traded on 
the New York Stock Exchange and Ameri- 
can Stock Exchange, for over 11 years to 
May 1, 1953. 
Shown are: 

e Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Monthly Volume of Shares 

e Stock Splits—Mergers—etc. 


(See charts on pages 170, 171, 172, of 
this issue of the Magazine of Wall Street) 
Also — 50 Group Averages on transparent 
paper, and the three Dow-Jones Averages 
from 1929. 


ADVANCE ORDER NOW — This book of 
charts will be off the press in a few days. 
For prompt delivery send your order for 
the May issue today. 


Single Copy (Spiral Bound)....$10.00 
Annual (6 Revised Issues)......$50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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After Korea — What? 





(Continued from page 154) 


presently allied with us against 
the Red threat. 

This “selling” task is one which 
extends beyond our own shores— 
it will carry our Administration, 
through chosen diplomatic repre- 
sentatives, into the chancelleries 
of the Old World. And there the 
job is going to be the toughest. 
Leaders of the Nations of Europe 
perhaps realize the latest Russian 
peace offensive is designed to 
drive a wedge between the United 
Stats and her allies, but they are 
subjected to the pressure of their 
people who are too hungry for 
Peace to gird further for defense. 
They have hungered for peace for 
so many years that now they are 
willing to place their faith in any 
offer that holds the faintest ray 
of hope. 

In summary, we can make the 
shift from War to Peace with 
relatively small dislocations in 
our overall economy. but the Ad- 
ministration is confronted with 
the problem of maintaining solid- 
arity in our own ranks and in the 
ranks of our Allies in Europe. 

If firmness breaks down at 
home, if our own people again de- 
mand too rapid demobilization of 
our Armed Forces, repeal of the 
draft law, and an almost over- 
night shift from War to Peace, 
then our economy will suffer 
severe dislocations and for some 
time to come. 

Should allied solidarity in Eu- 
rope be broken, the men in the 
Kremlin can “call the turn.” Rus- 
sia then can do just about as she 
pleases in Europe—even risk all- 
out war. This is causing acute 
worry in Washington, for a col- 
lapse of solidarity in Europe 
would give the Russian’s the pro- 
paganda tool they need to further 
isolate us from our front line of 
defense against Red totalitarian- 
ism. 

In the final analysis, our econ- 
omy rests not so much on a con- 
tinuation of war, but on driving 
home to our own people and the 
peoples of Europe the stark neces- 
sity for being ready for war—not 
just this week, next month or a 
year or two hence, but for the 
long time needed to show Malen- 
kov and his advisers that we are 
a peace-loving Nation, willing to 
maintain that Peace, and militar- 
ily and industrially prepared to 
defend the peace. 


THE 


How Economic Necessity is 
Changing Merchandising 





(Continued from page 157) 


do not constitute the answer for 
all department stores. 


The food “supermarkets,” origi- 
nated during the depression and 
consisting at that time of no more 
than plain tables or piles of goods 
where customers were told to 
“come and get it and pay at the 
door,” have set a chain in motion 
that eventually may have an im- 
portant bearing on department 
store methods of merchandising. 

A large variety store is experi- 
menting with self service in a 
few of its stores. The method has 
been found successful in hard- 
ware stores. A number of large 
clothing outlets are operating now 
on a self service basis. 

Self service probably is not the 
universal panacea for the troubles 
of department stores. But, it may 
be the answer for some depart- 
ments where unit prices are com- 
paratively small and sales costs 
per unit consequently compara- 
tively high. There is no good rea- 
son, apart from the standpoint of 
facilities which always are alter- 
able, why some departments—in- 
cluding quite possibly the ‘“‘base- 
ment stores”—could not operate 
on the self service principle and 
the remainder as at present, if it 
really is profitable to maintain 
such departments. 

Unquestionably, merchandising 
methods as yet untried will be de- 
vised to meet the problem of mass 
selling at low overhead and result- 
ant low prices to the consumer. 
Although we might not recognize 
the department store of tomor- 
row, it still will be a department 
store. They are not on the way to 
extinction. In any case, together 
with the great merchandisers, as 
a whole, efforts are being made to 
counteract the effects of disadvan- 
tageous operating conditions. In 
many ways, these attempts are 
based on revolutionary concepts. 





What First Quarter 
Earnings Reveal 





(Continued from page 159) 
piration of the tax) would restate 
their tax obligations for the first 
two quarters, automatically re- 
ducing them to the new level and 

(Please turn to page 196) 
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NEW RECOMMENDATIONS READY 

















FOR NEW BUYING POINT AHEAD 
























































































































































A SOUND PROGRAM For 1952-53 
For Protection — Income — Profit 


There is no service more practical... more 
definite... more devoted to your interests 
than The Forecast. It will bring you weekly: 


Three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income of 6 to 7%. with 
appreciation potentials. 


Program 2—Special dynamic situations for substan- 
tial capital gains with large dividend 
payments. 


Program 3—Low-priced stocks for large percent- 
age growth. 


Projects tht Market... Advises What Action to Take 
... Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... plus Pertinent Charts 
depicting our 300 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 
Dow Theory Interpretation...tells whether major 
and intermediate trends are up or down. 
Essential Information for Subscribers... up-to-date 
data, earnings and dividend records on securities 
recommended. 


Telegraphic Service...If you desire we will wire 
you in anticipation of important market turns. 
Washington Letter — Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











Mal Coupon 
Joday ! 


Special Offer 


MONTHS’ 
l SERVICE $100 


Complete service will start at 
once but date from June 2. 
Subscriptions to The Forecast 


























































































































































































































































































































Yn can share fully in our special selections which our 
subscribers have been waiting for — to be released as soon 
as the buying point is reached in the market turn now in 
the making. 


Particular care is being taken to time our coming recom- 
mendations. Our subscribers have all been advised to hold 
large cash reserves which have grown in buying power as 
stocks declined. They are ready to buy outstanding investment 
values. 


In selecting securities to be recommended, we have weighed 
the realities of their present status and future prospects... 
emphasis was placed on hidden factors of financial strength— 
on foresighted and aggressive management—strategie position 
in their industry—low labor cost ratio—technical progress— 
sustained earnings and dividend prospects ahead. 


In addition... you will have the assurance of knowing that each 
security you buy on our advice is constantly supervised and 


you are told precisely WHEN TO TAKE YOUR PROFITS. 


ENROLL NOW TO BE SURE TO RECEIVE 
THESE RECOMMENDATIONS 


The time to act is now—so you will be certain to receive 
our recommendations as soon as issued, as the greatest profits 
are made at the beginning of a move. 


Mail your enrollment today — with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
which can be retained now with peace of mind — which are 
vulnerable and should be sold, thus releasing funds to buy 
our new recommendations at strategic buying prices. 








FREE SERVICE TO JUNE 2 : 

Sfi7 ss 

' 
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n + Ty Tron = Baa al T TO mw wroce . a al wy ' 
THE INVESTMENT AND BUSINESS FORECAST ' 
of The Magazine of Wall Street. 90 Broad Street. New York 4, N. Y. ' 

' 

' 

I enclose [ $60 for 6 months’ subscription: [] $100 for a year’s subseription. : 
. . -< ' 

(Service to start at once but date from June 2, 1953) ' 

SPECIAL MAIL SERVICE ON BULLETINS ; 

' 

$1.00 six months: [] $2.00 [] Telegraph me collect in anticipation of - 

important market turning points...When ' 

Special Delivery: [) $4.00 six months to buy and when to sell...when to ex- ~ 
7] $8.00 one year. pand or contract my position. : 
' 
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are deductible for tax purposes. 


MAY 2, 1953 
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What First Quarter 
Earnings Reveal 





(Continued from page 194) 


thereby increasing the amount 
available for net income. This 
would appear in later statements. 

There has been a great deal of 
exaggeration as to the effects of 
the excess profits tax on corporate 
profits. Actually out of thirty in- 
dustrial groups, only three have 
been excessively subject to the 
tax. These are: aircraft manu- 
facturers, automobile equipment 
makers, on account of their large 
proportion of defense business, 
and machine and tool manufac- 
turers. In 1952, the steel, chemical 
and tobacco industries did not 
suffer from EPT owing to the 
prevailing factors which then ad- 
versely affected these industries. 
However, especially in the case 
of steel and tobacco, elimination 
of EPT would be beneficial in 
1953 owing to the current im- 
proved conditions in these two 
industries. Steel earnings also 
would benefit if the anticipated 
price rise should materialize. 

A strong foundation for the in- 
creased corporation profits indi- 
cated for the first quarter was 
the general increase in industrial 
production throughout the nation. 
This increase is now in its eighth 
month. Actual figures issued by 
the Federal Reserve Board show 
that the index reached a point of 
239% in February and is esti- 
mated at 241% for March. The 
highest figure ever reached was 
247% in November, 1943 when 
war production was in full swing. 

Important industries in which 
production has been increasing 
in recent months, or which are 
maintaining maximum output, are 
steel, automobiles and accessories, 
metals and building materials, 
shoes, paper and especially paper- 
board. Chemical production has 
been reviving after the slump of 
last summer and oil production 
is maintained near the _ peak. 
These industries seem likely to 
enter the third quarter on a full 
or near-full operating basis. 

On a longer-term basis, some 
uncertainty is reflected in the 
fact that buying policy remains 
conservative and is limited, as a 
rule, to 90 days or under. This is 
a reaction to some doubts as to 
the existing price structure. While 
there have been a few instances 
of price increases since the end of 
controls, most business interests 
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fee] that supplies are entirely am- 
ple and that, if anything, the 
longer-term drift of prices will be 
moderately downward. 

The accompanying table which 
will be amplified in the second 
part of this analysis (appearing 
in the May 16 issue) shows the 
variations in earnings of a cross- 
section of industry during the 
first quarter of 1953. With a fair 
sprinkling of exceptions, the com- 
parison between first quarter 1953 
and first quarter 1952 earnings is 
moderately favorable. In some 
cases, however, the contrasts are 
striking. Comparisons with sec- 
ond and third quarter 1952 earn- 
ings are even wider, but, as stated 
previously, these strong contrasts 
are due to the effects of the steel 
strike. In the second part of this 
analysis, we shall present more 
details on the current general 
earnings trend. In the meantime, 
we present below a brief analysis 
of the situation with respect to 
several important companies list- 
ed in the table. 

Eaton Manufacturing Co. First 
quarter earnings of this company 
were very satisfactory, with sales 
at $55.1 million, the highest for 
any quarter in its history. In the 
same quarter of 1952, sales were 
about $6 million less. Indicating 
strong prospects for continued 
heavy sales during the second 
quarter, is the $19 million in ship- 
ments for March, a record high 
for a single month. With defense 
business approximately 16% of 
the total $181 million sales last 
vear and the same ratio expected 
for this year, it is indicated that 
this backlog will remain more or 
less constant at the same time that 
non-defense business is expand- 
ing, the latter due to the greatlv 
increased activity in the automo- 
bile plants. During the first quart- 
er, Eaton earned $1.56 a share 
compared with $1.42 a share in 
the same quarter of 1952. Full 
vear earnings were $5.27 a share 
in 1952 and, based on the first 
quarter showing and _ indicated 
prospects for the second quarter, 
in addition to the flow of deferse 
business for the balance of the 
year and prospects that the over- 
all business of the company wil! 
be well maintained, earnings for 
the full year 1953 should exceed 
1952 by a good margin. 

Ex-Cell-O Corp. Sales were ap- 
proximately $25 million in the 
February quarter, (fiscal vear 
ends May 31) compared with $18 
million the same period of 1952. 
For the two quarters ending May 
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31 it is estimated that sales will 
amount to roughly $49 million, an 
increase of about $9 million for 
the same period the year previous. 
Net earnings for the February 
quarter were $2.10 a share some- 
what higher than earnings for 
either of the two previous quart- 
ers and considerably in excess of 
the $1.38 a share in the February 
quarter of 1952. 

Defense business is still approx- 
imately 50% of the total but it is 
not expected that this volume can 
be fully maintained, especially in 
view of recent cutbacks of the 
government jet engine component 
program. On the other hand, the 
forward momentum in the milk- 
packaging end of the business 
continues. In view of the uncer- 
tainty as to defense output, esti- 
mates of earnings for the full 
fiscal year are not practicable. 
However, based on the February 
quarter and the clear outlook for 
the second quarter, the company 
should earn not less than $3.75 
a share for the six months ending 
May 31, as against $3.35 a share 
for the same period last year. 





As I See It! 


(Continued from page 149) 
easily prove a welcome period of 
reorganization in which to make 
adequate plans on a governmental 
and business level needed to help 
eradicate the results of some of 
our less sound policies in force for 
sO many years. 

We must rely on “facts and fig- 
ures” for an apraisal of economic 
conditions. Yet it is not enough. 
The psychology of the people must 
also be taken into account. Every 
businessman understands the nec- 
essity of giving due weight to this 
factor, so far as he is able to, in 
his calculations of how to conduct 
his business, This is an imponder- 
able very difficult to assess on a 
national basis though each one of 
us is familiar with it through con- 
tributing in our expression of 
daily hopes and fears. 

In any case, our future in com- 
ing years will be largely molded 
by the assurance—or lack of it- 
with which we prepare to meet the 
growing and changing problems 
of the time. Yielding to nameless 
fears betrays immaturity as well 
as lack of courage. With the good 
leadership which we possess, we 
think the American people will 
arise to the occasion, as they have 
on other like occasions in the past. 
They have no other alternative. 
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